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Who We Are

Acgean Marine Petroleunt Network Tnic.
is & mariie fuel logistics company that
physicatly supplies and markets refined
marine fuel and ubricants to ships in
portand at sea.
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Financial Highlights

fall ammonnts in USH thousands wsdless otherwise stated) 2006 2005 2004 2003 2002
Sales of marine petroleam producis 790,657 505,605 2474306 210953 147989
Cost of marine petroleum products sold 728,637 464,801 222439 191,540 139.765
Gross spread on marine petrolenm products 62,020 40.8(04 24,997 19413 8224
Voyage and other revenues 13,155 11.725 15,576 9,226 1,169
Salaries, wades and related costs 12,871 8,958 5,052 3.581 1,549
Depreciation and amortization 5,924 2,862 1,932 1,049 344
Other operating expenses 25,920 17,329 14,967 12.946 6.676
Operating income 30,460 23.380 18.622 11.063 824
Net intesest expense 4,231 2,277 931 335 147
Other non-operating expenses (income) 2,004 (372) 74 84 15
Net income 24,225 21,475 17,617 10,644 662
Basic and diluted earnings per share {USD) 0.84 0.72 0.58 0.35 0.02
Sales volume of nutrine fuel {metric tons) 2,367,289 1,746,377 1.169430 1109887 983,854
Numther of service centers, end of period 5.00 4.00 3.00 3.00 3.00
Number of owned bunkering tankers, end of period 12.00 10.00 9.00 4.00 2.00
Number of owned storage tacilities, end of period 1.00 — — — —




At the core of Acgean's success

at differentiating itself in the
industry, is its ability to control
the supply chain and provide cus-
tomers with a complete marine
Suel logistics infrastructure from

procuretient to delivery.

Dear Shareholders

2006 was a momentous year for Aegean Marine Petr

leum Netwaork, from both an

operational qnd striatedic perspective. We remained tr‘J:c to the strategy of building

our fuil-service international marine fuel logistics in

astructure and hive experi-

enced notable progress in further distinguishing Acgdan in the growing industry.
Complementing our solil operitional success during tw- yeir, we completed a $201

million public offering which positions the Company v

1 for expanding owr marine

logistics platform and providing customees with a conlete and integrated solution

for the worldwide delivery of marine tuels to ships in

bort and at sea. In achieving

this crucial objective, we intend to maintain an inten{e focus on making stritegic

decisions that benefit both the Company and its sharehd

Full-Service Customer Solution
We believe that Aedean's full-service integrated supply th

[ders.

wdel provides the Company

withadistincs competitive advaniage and creates signiffrant harriers toentry. At the
core of Aegeans suceess at differentiating itself in the ihdustry. is its ability 1o con-

trol the supply chiin and provide customers with 3 o

iplete marine fuel logistics

infrastructure from procurement to delivery. Specifically, Aegean utilizes its quality

bunkering tankers to transport fuel from suppliers 1o 1 ¢
companies on a timely and cost-effective basis. o addi
global service centers and sophisticited 1T systems (o ¢
fuel quality and delivery scheduling needs of our exteny

iversificd ¢group of shipping
ion, Aegean draws upon its
sure that it meets the seriet
ve customer base.

In 2006. we tonk active measures to further strengthen pur full-service platform. As

part of this ettort, we opened our fifth service center loc
of nutrine fuel. in Singapore. We also expanded our quali
two double-hull bunkering tainkers during 2006, Buil
acquired the Aegean Ouranos, 2 1983-built 67,980 dwi d
in 2007, We plan to use this double-hull vessel 1s fInmiJ
global service cemters, as we seek o inerease our sales v
Company and shareholders.

Capitalizing an an Attractive Market Opportunity
Asitull-service logistics company, Acgean is well position
centrifrole ininternational tride without the exposiire t
it is estimated that commercial shipping consumes mo
tons of marine fuel and distillates per vear, which equ
mrtrine fuel industry.

With a large number of neein going vessels currently i
the demand for marine fuel seevices o climb steadily bot
Aegean is in o strong position to take advantage of this d
capiralize on the increasing reliinee aimong suppliers on

tion for the physical supply
v flect by taking delivery of
ling upon this success, we
ble-hull Fanamax tanker,
¢ storige in one of our five
hlume for the benefit of the

dto benefit fram shipping's
shipping cveles. Currently,
> thim 150 millijon metric
tes to it 855 billion global

L*r construction. we expect
in the near and long-term,
Pt First, we indend to
ndependent third parties,

suclas Aegean, for the physical delivery of fuel. Second Jduring a time wlhien nitny
single hull vessels are scheduled 1o be phased-out as rgsult of regulinory require-
ments under the European Union and International Mari
tntends to significantly grow its double-hult flect and exp

Pimc Organization, Acgein
d el it service centers.




Well Capitalized For Growth

Acgean's well-capitalized growth plan, which is backed by $185.2 million in net
proceeds from our IO in December of 2006 and our $183.4 million senior secured
credit facility, catls for the delivery of 22 newhbuildings under contrict as well as
options to acquire nine additiona] double-hull bunkering tankers over the nextihree
vears. The fact that these 31 vessels represent 22% of the total bunkering tanker
orderbook wnderseores the suceess Acgean has had to dade growing a double-hull
fleet and positioning the Company to take advantage of a possible shortage of double-
hull bunkering tankers.

in addition to our fleet expansion, we intend (o launch a minimum of five service
certlers in strategic locations worldwide over the next four years, By expanding both
our physical supply operations and delivery capabilities, we plan to leverage our
strong customer relationships to further enhance our growth epportunities and lead-
ing reputation in the marine fuel logistics industry.

Outlook For 2007

With i strong financial foundation in place we are well positioned to execute ot our
growth strategy in both the nearand lang-term, [n taking advantage of our considerable
financial strength, we expect to take delivery of cight newbuilding bunkering and
specialty funkers during 2007, Consistent with our goitl to expand our global net-
work for ihe physical supply of marine fuel, we plan to add two global service center
locitions in 2007, increasing our total to seven.

During a time when we plan to signiticantly expand our full-service marine fuel
logistics infrastructure, we also will maintain an unrelenting focus on further
expanding fuel sales votume. We are pleased that following vur December 2006 1PO,
we hive already performed to plan in this importand area by expericncing positive
initizl fuel sales volume traction.

Making lt Possible

2006 was clearly a significant vear for Aegean. | would like 10 thank all of our
employees for their contributions as we further enhanced our position s a prentier
global brand in the industry. [ would also like to thank our leading customers and
new sharcholders for their support during this exciting period of growth for Acgean
and look forwird 1o sharing witl you our progress in the Tuture.

e
//-

L/

Peter C. Georgiopoulos
Chairman




Dear Sharcholders

The considerable success Acgean
experienced during 20006 posi-
tions the Company well to fur-
ther enhancee its leadership in the
marine fuel logistics industry. In
actively pursuing this important
goal, we intend to capitalize on
anatfractive market epportunity
and management's strong track
record to expand our full-service
interrational marine fuel logis-

tics infrastructure. 1n achieving

growth forourshareholders, ourfocus witl be onutitizing ourincreased

equity capitalization and senior secured credit facility to expand our
{leet of double-hull tankers, increase the mtmber of service centers and
grow our sales volume.

To take advantage of the favorable industry fundamentals, we plan to
signilicantly expand our modern, high-quality fleet of double-hull bun-
kering tankers. With the 22 newbuildings we have under contract, as
wellas options to acquire nine additional vessels, we control 22% of the
bunkering tanker orderbook. Through our significant flect expansion
cfforts, we expect to have i total of 44 double-hull bunkering tankers
during 2010, effectively increasing vur carnings potential and enbunc-
ing our position to operate in a dynamic regulatory envirenment.

Dear Shareholders

In 2006, Acgean accomplished
impor(ant financial objectives in
posting solid operating results and
furiher increasing the Company’s
financial flexibility. We belicve
that the considerable success we
experienced during the year has
further enhanced our competitive
advantage overother physical sup-
pliers, and has firmly positioned
our Company at the pinnacle of

the marine fuel logistics industry.

Highlighting our soltd financial results, we recorded net income of
$24.2 million, or $0.84 basic and diluted earnings per share, for the
full year 2006. Our bottom line was driven by sales velume of refined
marine fuel. our primary performance metric, which increased 1o
2,367.289 metric tons for the full year 2006. During 2006, we
achieved high sales volume growth rates in all our service centers as
we satistied more of the pent-up demand for our services.

With $£185.2 million in net proceeds gererated from our HYQ in
December of 2006, we have substantially increased our working capi-
tal base and accelerated our growth potential. As of December 31,
2006, we had $109.9 million in available liquidity (o finance working
capital requirements as well as $161.5 million in available funds
under our sceured term loan facilities to finance the construction of
our new bunkering Ginkers.

In addition to eur strong delivery capabilitics that serve as a key
differentiator for our Company. Acgean's global network of marine
fuel service cemters provides a distinet :advantage in the internationg]
marine fuel supply industry. Building on our suceess establishing five
such service centers in Greece, Gibraltar, the United Arab Emirates,
lamaica and Singiapore, we intend to open a number of additional
service centers in strategic locations worldwide over the coming years.

By expaiding into new markets and adding high-quality bunkering
tankersto out fleet, we expect to leverage our extensive customer base
and grow our fuel sales volume, Consistent with this key ohjective, our
strong working capital base following our siccessful 1PO in December
of 2006 enhances our ahility to further increase our fuel sales volume
in the short term.

Twould like to thank all our team for their hard work and dedicition.
We look forward to another successful year in 2007 as we position the
Company tv significantly enhance our global hrand for the benefit of
our shareholders,

/64»%

E. Nikolas Tavlarios
President

We plan to utilize our significant financial strength o best serve the
interests of our sharcholders. Specifically, we expect 1o substantially
increase the size of our double-hull bunkering tanker fleetand expand
our global service center nerwork. During a time when we grow our
full-service logistics infrastructure, we also plan {o focus on increas-
ing the utitization of our bunkering tankers by capturing market
share in our existing ports. Our ability to purchase larger quantitics
of fuel due to ourincreased equity capitalization bodes well for Acgean
to achieve this important objective in the near-term.

Regarding our regulatory responsibilities, we are taking active mea-
sures to comply with Section 404 of the Sarbanes-Oxley Act, which
we expect (o be effective during fiscal year 2007. Additionaily, we
are dedicated to transparent financial reporting consistent with
best practices and remain committed to exceeding requirements for
forcign companics listed in the US.

I'would like to thank all our finance team for their hard work and
dedication. We will maintain our high level of financial reporting
intedrity in order 1o best serve shareholders and look forwird to
sharing our success with vou in the future.

N\

Ziad Nukhleh
Cltief Financial Cfficer




Cautionary Statement Regarding Forward-Looking Statements

Matters discussed in this report may constitute forward-
looking statements. The Private Securities Litigation Reform
Act of 1995 provides safe harbor protections for forward-
looking statements in order to encourage companies to
provide prospective information about their business.
Forward-locking statements include statements concerning
plans, objectives, goals, strategies, future events or perfor-
mance, and underlying assumptions and other statements,
which are other than statements of historical facts.

Aggean Marine Petroleum Network Inc., or the Company,
desires to take advantage of the safe harbor provisions of
the Private Securities Litigation Reform Act of 1995 and is
including this cautionary statement in connection with this
safe harbor legislation. This report and any other written or
oral statements made by us or on our behalf may include
forward-looking statements, which reflect our current views
with respect to future events and financial performance.
When used in this report, the words "anticipate,” “believe,”
"expect,” “intend,” "estimate,” "forecast,” “project,” "plan,”
“potential,” “may,” “should,” and similar expressions identify
forward-looking statements.

won "o

The forward-looking statements in this report are based
upaon various assumptions, many of which are based, in turn,
upon further assumptions, including without limitation, man-
agement's examination of historical operating trends, data
contained in our records and other data available from third
parties. Important assumptions relating to the forward-
looking statements include, among other things, assump-
tions regarding demand for our products, the cost and
availability of refined marine fuel from suppliers, pricing lev-
els, the timing and cost of capital expenditures, competitive
conditions, and general ecanomic conditions. These assump-
tions could prove inaccurate. Although we believe that these
assumptions were reasonable when made, because these
assumptions are inherently subject to significant uncertain-
ties and contingencies which are difficult or impossible to
predict and are beyond our control, we cannot assure you
that we will achieve or accomplish these expectations, beliefs
or projections.

In addition to these assumptions and matters discussed
elsewhere herein important factors that, in our view, could
cause actual results to differ materially from those discussed
in the forward-looking statements include: our future oper-
ating or financial results; our future payment of dividends
and the availability of cash for payment of dividends; our
ability to retain and attract senior management and other
key employees; our ability to manage growth; our ability to
maintain our business in light of our propesed business and
location expansion; our ability to obtain double hull bunker-
ing tankers given the scarcity of such vessels in general; the
outcome of legal, tax or requlatory proceedings to which we
may become a party; adverse conditions in the shipping or
the marine fuel supply industries; our ability to retain our key
suppliers and key customers; our contracts and licenses with
governmental entities remaining in full force and effect;
material disruptions in the availability or supply of crude ol
or refined petroleum products; changes in the market price
of petroleum, including the volatility of spot pricing;
increased levels of competition; compliance or lack of com-
pliance with various environmental and other applicable laws
and regulations; our ability to collect accounts receivable;
changes in the political, economic or regulatory conditions
in the markets in which we operate, and the world in gen-
eral; our future, pending or recent acquisitions, business
strateqy, areas of possible expansion, and expected capital
spending or operating expenses; our failure to hedge cer-
tain financial risks associated with our business; uninsured
losses; our ability to maintain our current tax treatment; our
failure to comply with restrictions in our credit agreements;
increases in interest rates; and other important factors
described from time to time in our SEC filings.
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Selected Financial Data

Please note: Throughout this report, all references to “we,” “our,” “us” and the “Company” refer to Aegean Marine Petroleum
Network Inc. and its subsidiaries. We use the term deadweight ton, or dwt, in describing the size of vessels. Dwt, expressed
in metric tons, each of which is equivalent to 1,000 kilograms, refers to the maximum weight of cargo and supplies that a
vessel can carry. Unless otherwise indicated, all references to “dollars” and “$” in this report are to, and amounts are
presented in, U.S. dollars.

For the Year Ended December 31,

2002 2003 2004 2005 2006

(in thousands of U.S. dollars, except for share and
per share data which are presented in U.S. dollars}

Income Statement Data:

Sales of marine petroleum products 147,989 210,953 247,436 505,605 790,657
Voyage revenues 370 8,100 14,983 10,450 11,639
Other revenues 799 1,126 593 1,275 1,516
Total revenues 149,158 220,179 263,012 517,330 803,812
Cost of marine petroleum products sold 139,765 191,540 222,439 464,801 728,637
Salaries, wages and refated costs 1,549 3,581 5,052 8,958 12,871
Vessel hire charges 3,392 3,390 2,436 518 —
. Deprecation 307 809 1,546 2,226 4,240
Ameortization of drydocking costs 37 240 386 636 1,684
Management fees 206 513 183 182 223
Other operating expenses 3,078 2,043 12,348 16,629 25,697
Operating income . 824 11,063 18,622 23,380 30,460
Wirite-off of deferred offering costs™ — — — — {1,588)
Interest and finance costs (161} (425) (944) (2,347) (5,207)
Interest income 14 %0 13 70 976
Foreign exchange gains (losses), net (15) (78) (68} 396 {414)
Income taxes — {6 (6) (24) (2)
Net income 662 10,644 17,617 21,475 24,225
Basic earnings per share®® 0.02 0.35 0.58 0.72 0.84
Diluted earnings per share® 0.02 0.35 0.58 0.72 0.84
Weighted average number of shares, basic®? 30,472,827 30,472,827 30,472,827 29,878,398 28,954,521
Weighted average number of shares, diluted® 30,472,827 30,472,827 30,472,827 29,878,398 28,954,622
Dividends decfared per share® — 0.24 0.28 0.05 0.14

Aegean Marine Petroleum Network Inc.




As of and for the Year Ended December 31,
2002 2003 2004 2005 2006

{in thousands of U.S. dollars, unless otherwise stated)

Balance Sheet Data:

Cash and cash equivalents 432 1,872 3,280 7,602 82,425
Total assets 32,392 39,558 78,573 161,359 315,877
Total debt 6,804 13,896 26,689 101,236 33,496
Total liabilities 32,077 33,968 54,112 151,832 100,878
Total stockholders’ equity 315 5,590 24,461 9,527 214,999
Other Financial Data:
Gross spread on marine petroleum products®™ 8,224 19,413 24,997 40,804 62,020
Gross spread per metric ton of marine fuel sold

(U.S. dollars)® 8.3 17.3 211 23.2 26.0
Net cash provided by (used in) operating activities (1,104) 4,206 17.333 1,475 17.064
Net cash used in investing activities 5,224 4,132 29,360 34,973 55,190
Net cash provided by financing activities 4,903 1,366 13,435 37,820 112,949
Operating Data:
Sales volume of marine fuel (metric tons)®* $83,854 1,109,887 1,169,430 1,746,377 2,367,289
Number of service centers, end of periad® 3.0 3.0 3.0 4.0 5.0
Number of bunkering tankers, end of period® 20 4.0 9.0 100 120
Average number of bunkering tankers!®! 20 3.7 6.8 7.0 1.1

{1) On November 17, 2005, we filed a registration statement on Form F-1 in connection with an initial public offering of 10,000,000 shares of
our common stock. In early 2006, we postponed further activities in connection with our initial public offering. Accordingly, during the
year ended December 31, 2006 we wrote off $1,6 million, representing all deferred cests incurred in connection with the offering.

(2) Amounts give effect to the 1.26-for-one stock split effected November 21, 2006 and the 24,184,783 -for-one stock split effected November
14, 2005.

(3) Gross spread on marine petroleum products represents the margin that we generate on sales of marine fuel and lubricants. We calculate
gross spread on marine petroleum products by subtracting from sales of marine petroleum products the cost of marine petroleum prod-
ucts sold, i.e., the amount we pay our suppliers for those products. For arrangements in which we physically supply marine petrofeum
products using our bunkering tankers, costs of marine petroleum products sold represents amounts paid by us for marine petroleum
products sold in the relevant reporting period. For arrangements in which marine petroleum products are purchased from our related
company, Aegean Oif S.A., or Aegean Oil, cost of marine petroleum preducts sold represents the total amount paid by us to the physical
supplier for marine petroleum products and their delivery ta our customers.

Gross spread per metric ton of marine fuel sold represents the margins we genarate per metric ton of marine fuel sold. We calculate
gross spread per metric ton of marine fuel sold by dividing the gross spread on marine fuel by the sales volume of marine fuel. Marine
fuel sales do not include sales of lubricants. The following table reflects the calculation of gross spread per metric ton of marine fuel sold

for the periods presented.
For the Year Ended December 31,

2002 2003 2004 2005 2006
{in thousands of U.5. dolfars, unless otherwise stated)

Gross spread on marine petrgleum products 8.224 19,413 24,997 40,804 62,620
Less: Sales of lubricants (910) (1,500 (3,471 (3,824) (6,628)
Add: Cost of lubricants sold 842 1,300 3,097 3,560 6,173

Gross spread an marine fuel 8,156 19,213 24,623 40,540 61,565

Sales volume of marine fuel (metric tons) 983,654 1,109,887  1,169430 1,746,377 2,367,289

Gross spread per metric ton of marine fuel sold (U.5. dollars} 83 17.3 211 23.2 26,0

2006 Annual Repaort 7




Selected Financial Data «oninuen

The following table reconcites our gross spread on marine petroleum products sold to the most directly comparable GAAP measure,
operating income, for all pericds presented:

For the Year Ended December 31,

2002 2003 2004 2005 2006

fin thousands of U.S. doliars)

Gross spread on marine petroleum products 8,224 19,413 24,997 40,804 62,020
Add: Voyage revenues 370 8,100 14,983 10,450 11,639
Add: Other revenues 799 1,126 593 1,275 1.516
Less: Salaries, wages and related costs (1,549}  {3,581) {5.052) {8,958) (12,871)
Less: Vessel hire charges (3.392)  {3,390) (2,4356) {518) —
Less: Depreciation (307) {809} (1,544) (2,226} (4,240}
Less: Amortization of drydocking costs (37) (240) (384) (634) {1,684)
Less: Management fees {206} (513 (183) 182 (223)
Less: Other operating expenses (3,078) (9.043)  (12,348) (16,629) (25.697)

Operating income B24 11,063 18,622 23,380 30,460

The amount that we have to pay for marine petroleum products to fulfill a customer order has been the primary variable in determining
the prices quoted to customers, Therefore, we evaluate gross spread per metric ton of marine fuel sold and gross spread on marine
petroleum products in pricing individual transactions and in long-term strategic pricing decisions. We actively monitor our pricing and
sourcing strategies in order to optimize our gross spread on marine petroleum products. We believe that this measure is important to
investors because it is an effective intermediate performance measure of the strength of our operations.

Gross spread on marine petroleum products and gross spread per metric ton of marine fuel sold should not be considered as alternatives
to operating income, net income or other GAAP measures and may not be comparable to similarly titled measures of other companies.
Gross spread on marine petroleum products and gross spread per metric ton of marine fuel sold do not reflect certain direct and

indirect costs of delivering marine petroleum products to our customers (such as crew salaries or vessel depreciation) or other costs
of doing business.

For all periods presented, we purchased marine petroleum products in Greece from our related company, Aegean Qil, which is a physical

supplier in Greece. The cost of these marine petroleum products was contractually calculated based on Aegean Qil's actual cost of
these products plus a margin.

{4) The sales volume of marine fuel is the volume of sales of various classifications of marine fuel oil, or MFQ, and marine gas cil, or MGO, for
the relevant period and is denominated in metric tons. We da not utilize the sales volume of lubricants as an indicator. The sales volume
of marine fuel includes the volume of sales made to the United States Navy, which individually accounted for approximately 25%, 24%
and 3% of our total revenues for the years ended December 31, 2003, 2004 and 2005, respectively. Sales to the United States Navy
comprised less than 1% of our total revenues for the year ended December 31, 2006.

(5) The number of service centers includes our physical supply operations in the United Arab Emirates, Gibraltar, Jamaica and Singapore, as
well as Greece, where we conduct operations through our related company, Aegean Oil. The number of service centers is an indicator of
the geographical distribution of our operations and affects both the amount of revenues and expenses that we record during a given
period. We commenced physical supply operations in Singapore on June 2, 2006.

(6) This data dees not include our Aframax tanker, the Aegean Hellas, and our Panamax tanker, the Fas, because these vessels are not classi-
fied as bunkering tankers. We use the Aegean Hellas as an ocean-going tanker and use the Fos as a floating storage facility in Gibraltar.

{7) Average number of bunkering tankers is the number of bunkering tankers in our fleet for the relevant period, as measured by the sum of
the number of days each bunkering tanker was used as a part of our fleet during the period divided by the cumulative number of calendar
days in the period multiplied by the number of bunkering tankers at the end of the period,

Acgean Marine Petreleum Network Inc.




Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following management's discussion and analysis of the
results of our operations and our financial condition should
be read in conjunction with the financial statements and
the notes to those statements included elsewhere in this
report. This discussion includes forward-looking statements
that involve risks and uncertainties. Qur actual results may
differ materially from those anticipated in these forward-
looking statements.

Operating Results

General

We are a marine fuel logistics company that physically sup-
plies and markets refined marine fuel and lubricants to ships
in port and at sea. As a physical supplier, we purchase marine
fuel from refineries, major oil producers and other sources
and resell and deliver these fuels using our bunkering tank-
ers to a broad base of end users.

We sell marine petroleum products to customers primarily at
a margin over PLATTS prices (benchmark market prices).
PLATTS prices are quoted daily by region and by terms of
delivery. We have not had a significant number of long-term
written agreements with customers. Under a typical sales
contract, a customer requests that we quote a fixed price
per metric ton for the sale and delivery of a specified volume
and classification of marine fuel on a given date. The cus-
tomer requests a quotation several days prior to the delivery
date. We, generally, do not quote prices for periods in excess
of one week. Once an agreement has been made with a cus-
tomer, we are deemed to be bound to deliver the specified
quantity and classification of marine fuel at the quoted fixed
price on the specified delivery date to an identified vessel at
a named location. We remain responsible for securing the
supply of marine fuel from the supplier and for delivering the
marine fuel to the customer's vessel.

We purchase marine petroleum products from reputable
suppliers under either long-term supply contracts or on the
spot markets at a margin over PLATTS prices. Except for our
service center in Gibraltar, we generally take deliveries of
the products on the day of, or few days prior to, the delivery
of the products to the customer’s vessel. In Gibraltar, utiliz-
ing our storage facility, we generally take deliveries of the
products generally more than one but less than two weeks
prior to delivery of the products to our customers. The cost
of our marine fuel purchases is generally fixed at the date
of loading from the supplier's premises. Generally, under
our long-term supply contracts, the supplier undertakes to
supply us with a minimum quantity of marine fuel per month
subject to a maximum. Price calculations vary from supplier
to supplier in terms of the supplier’s margins, the referenced
PLATTS prices and the calculation of the average PLATTS

price. Depending on the agreement with each supplier, the
referenced PLATTS price could be the spot price ar an aver-
age price over a specified period.

We deliver marine petroleum products to our customers
mainly through our bunkering tankers. We are responsible
for paying our tankers’ operating expenses, including the
cost of crewing, insuring, repairing and maintaining the ves-
sel, spares and consumable stores, tonnage taxes and other
vessel-related expenses, Our bunkering tankers are not used
for the transportation of petroleum products across oceans.
Accordingly, a significant portion of our vessel operating
expenses are fixed or semi-variable (e.g., a bunkering tank-
er's insurance costs, crew wages and certain other costs are
incurred irrespective of the number of sales deliveries it
makes during a period) and, as a group, represent the most
significant operating expense for us other than the cost of
marine petroleum products sold.

We incur overhead costs to support our operations. In
general, the logistics of purchasing, selling and delivering
marine fuel to customers are managed and coordinated by
employees at our marketing and operating office in Greece,
employees at our local service centers and the crew of our
bunkering tankers.

Factors Affecting Our Results of Operations
We believe that the important measures for analyzing trends
in our results of operations consist of the following:

+ Sales volume of marine fuel, We define the sales volume of
marine fuel as the volume of sales of various classifications
of marine fuel oil, or MFO, marine diesel oil, or MDQ, and
marine gas oil, or MGO, for the relevant period, measured
in metric tons. The sales volume of marine fuel is an indi-
cator of the size of our operations as it affects both the
sales and the cost of marine petroleum products recorded
during a given period. Sales volume of marine fuel does
not include the sales volume of lubricants due to insignifi-
cant volumes for all pericds presented.

* Gross spread on marine petroleum products and gross
spread per metric ton of marine fuel sold. Gross spread on
marine petroleum products represents the margin that we
generate on sales of marine fuel and lubricants. We calcu-
late gross spread on marine petroleum products by sub-
tracting from sales of marine petroleum products the cost
of marine petroleum products sold, i.e., the amount we
pay our suppliers for those products. For arrangements in
which we physically supply marine petroleum products
using our bunkering tankers, costs of marine petroleum
products sold represents amounts paid by us for marine
petroleum products sold in the relevant reporting period.
For arrangements in which marine petroleum products are
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Management’s Discussion and Analysis of Financial Condition and Results of Operations tcontinued)

purchased from our related company, Aegean Oil, cost
of marine petroleum products sold represents the total
amount paid by us to the physical supplier for marine
petroleum products and their delivery to our customers.

Gross spread per metric ton of marine fuel sold represents
the margins we generate per metric ton of marine fuel
sold. We calculate gross spread per metric ton of marine
fuel sold by dividing the gross spread on marine fuel by
the sales volume of marine fuel. Marine fuel sales do not
include sales of lubricants. The following table reflects the
calculation of gross spread per metric ton of marine fuel
sold for the periods presented:

For the Year Ended December 31,

2004 2005 2006

{in thousands of U.S. dollars,
unless otherwise stated)

Gross spread on marine

petroleum products 24,997 40,804 62,020
Less: Sales of
lubricants (3,471) (3,824) (6,628)
Add: Cost of lubri-
cants sold 3,097 3,560 6,173
Gross spread on
marine fuel 24,623 40,540 61,565

Sales volume of marine

fuel (metric tons) 1,169,430 1,746,377 2,367,289
Gross spread per metric

ton of marine fuel sold

(U.S. doltars} 211 23.2 260

The following table reconciles our gross spread on
marine petroleum products sold to the most directly
comparable GAAP measure, operating income, for all

periods presanted:
For the Year Ended
December 31,

2004 2005 2006
{in thousands of U.S, dollars)

Gross spread on marine

petroleum products 24,997 40,804 62,020
Add: Voyage revenues 14,983 10,450 11,639
Add: Other revenues 593 1,275 1,516
Less: Salaries, wages and

related costs (5.052) (8.,958) (12,871}
Less: Vessel hire charges (2,436) (518) —
Less: Depreciation (1,54¢6) {2,226) {4,240}
Less: Amortization of

drydocking costs (386) (636) {1,684)
Less: Management fees {183) (182) (223)
Less: Other operating

expenses (12,348) (16,629) (25.697)

Operating income 18,622 23,380 30,460

The amount that we have to pay for marine petroleum
products to fulfill a customer order has been the primary
variable in determining the prices quoted to customers.
Therefore, we evaluate gross spread per metric ton of
marine fuel sold and gross spread on marine petroleum
products in pricing individual transactions and in long-
term strategic pricing decisions. We actively monitor our
pricing and sourcing strategies in order to optimize our
gross spread on marine petroleum products. We believe
that this measure is important to investors because it is
an effective intermediate performance measure of the
strength of our operations.

Gross spread on marine petroleum products and gross
spread per metric ton of marine fuel sold should not be
considered as alternatives to operating income, net income
or other GAAP measures and may not be comparable to
similarly titled measures of other companies. Gross spread
on marine petroleum products and gross spread per met-
ric ton of marine fuel sold do not reflect certain direct and
indirect costs of delivering marine petroleum products to
our customers (such as crew salaries or vessel deprecia-
tion) or other costs of doing business.

Number of service centers. Our service centers include
our physical supply operations in the United Arab Emirates,
Gibraltar, Jamaica and Singapore, as well as in Greece,
where we conduct operations through our related com-
pany, Aegean Oil. The number of service centers that we
maintain is an indicator of the geographical distribution of
our operations and affects both the amount of revenues
and expenses that we record during a given period. We
commenced physical supply operations in Singapore on
June 2, 2006.

Average number of bunkering tankers. We define our
average number of bunkering tankers as the number of
bunkering tankers in our fleet for the relevant period, as
measured by the sum of the number of days each bunker-
ing tanker was used as a part of our fleet during the period
divided by the cumulative number of calendar days in the
period muitiplied by the number of bunkering tankers at
the end of the period. The average number of bunkering
tankers is an indicator of the size of our fleet and oper-
ations and affects both the amount of revenues and
expenses that we record during a given period.

Aegein Marine Petroleum Network Ine,




The foltowing table reflects our sales volume of marine fuel,
gross spread on marine petroleum products, gross spread
per metric ton of marine fuel sold, number of service centers
and average number of bunkering tankers for the periods
indicated.

Year Ended December 31,

2004 2005 2006

(in thousands of U.S. doliars
unless otherwise stated)

Sales volume of marine fuel

{metric tons) 1,169,430 1,746,377 2,367,289
Gross spread on marine

petroleum products 24,997 40,804 62,020
Gross spread per metric

ton of marine fuel sold

(U.S. dollars) 211 23.2 260
Number of service centers,

end of period 3.0 4.0 5.0
Average number of

bunkering tankers 68 9.0 1.4

Sales of Marine Petroleum Products and Gross Spread on
Marine Petroleum Products

Our sales of marine petroleum products and gross spread
on marine petroleum products consist of the sales revenue
and gross spread that we generate on sates of marine fuel
and lubricants.

Our sales of marine petroleum products are driven primarily
by the number of cur service centers, the number of bunker-
ing tankers in our fleet, our sales prices and our credit terms
and credit control process. The cost of marine petroleum
products sold is driven primarily by availability of marine
petroleum products, our purchasing methods, supplier cost
prices and credit terms and our internal quality control pro-
cesses. These drivers, in turn, are affected by a number of
factors, including:

* our entrance into new markets;

* our purchasing methods of marine petroleum products;
* our marketing strategy;

* our vessel acquisitions and disposals;

» PLATTS prices;

» conditions in the international shipping and the marine
fuel supply industries;

s regulation of the marine fuel supply industry;
» regulation of the tanker industry;

s levels of supply of and demand for marine petroleum
products;

¢ levels of competition; and
» other factors affecting our industry.

The following table reflects our growth in sales of marine
petroleum products in each of our service centers for the
periods indicated. The sales of marine petroleum products
attributed to each service center are based on the point-of-
delivery geographical location of the customer vessels.

Year Ended December 31,

2004 2005 2006
{in thousands of U.5. doliars)
Greece™ 97,204 125,540 167,061
Gibraltar 74,657 152,372 240,412
United Arab Emirates®” 64,828 130,459 180,453
Jamaica"®@ — 77,385 147,211
Singapore™# —_ o 39,496
Other sales® 10,747 19,849 16,024
Total 247,436 505,605 790,657

{1) Excludes sales of lubricants which are included in other sales.
(2) We commenced physical supply operations in Jamaica on March 1, 2005.
{3) We commenced physical supply operations in Singapore on June 2, 2006.

(@) includes sales of marine fuel not attributed to any of cur service centers
and sales of lubricants worldwide.

We sell and deliver marine petroleum products to a broad
and diversified customer base, including international com-
mercial shipping companies, governments, and marine fuel
traders and brokers. During the year ended December
2004, none of our customers, except for the United States
Navy, accounted for more than 10% of our total revenues.
Our sales of marine petroleum products to the United States
Navy amounted to $64.2 million for the year ended Decem-
ber 31, 2004, or 24.4% of our total revenues. For the years
ended December 31, 2005 and 2004, none of our customers
accounted for more than 10% of our total revenues. We do
not expect our sales to the United States Navy in Greece to
significantly increase in the short-term. However, we intend
to market to the United States Navy our ability to supply
marine petroleum products outside of Greece as we open
new service centers around the world.

The commercial shipping industry generally purchases
marine fuel on a spot basis and historically we have not had
any long-term sales volume contracts with customers. As we
expand our global network and increase our geographical
coverage, we expect more of our customers to enter into
long-term sales volume contracts.

tn addition to our physical supply operations, from time to
time we conduct limited marine fuel trading activities, gen-
erally in locations where we do not have service centers. This
business involves activities whereby we cantract with third-
party physical suppliers to sell us marine fuel and to deliver
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the marine fuel to a customer in the relevant port. Accordingly,
our trading activities do not involve our physical possession
of marine fuel and require less complex logistical operations,
and infrastructure. As such, we typically earn a significantly
lower gross spread from our trading activities than from our
physical supply activities.

We purchase and take delivery of marine petroleum prod-
ucts from various suppliers under long-term votume con-
tracts or on the spot market. Long-term supply contracts
from third-parties allow us to minimize our exposure to sup-
ply shortages. In general, at each of our service centers
except for Gibraltar, we purchase from local supply sources.

Our cost of marine petroleum products includes purchases
from related companies. In Greece, we purchase marine
petroleum products from our related company, Aegean Oil,
under a ten-year supply contract, which charges us its actual
cost of the marine petroleum products plus a margin. We
believe the amounts we paid to our related company are
comparable to amounts that we would have negotiated in
arm’s-fength transactions with unaffiliated third parties.

The following table reflects our cost of marine petroleum
products sold incurred from third-party suppliers and from
our related company suppiiers for the periods indicated.

Year Ended December 31,

2004 2005 2006
(in thousand's of U.5. dollars}
Third-party suppliers 165,991 360,223 573,615
Related company suppliers 56,448 104,578 155,022
Fotal 222,439 464,801 728,637

We seek to increase our sales of marine petraleum products
and our gross spread on marine petroleum products, on an
integrated basis, through expansion into new markets, acqui-
sitions of double hull bunkering tankers and the diversi-
fication and further optimization of purchasing methods.
Qur gross spread on marine petroleum products differs for
each of our service centers, reflecting the differant competi-
tive conditions that exist in the markets served by them.
Factors affecting competitive conditions in a market that we
service include customer demand, availability of supplies
and the strength and number of competitors that operate in
the market. We believe that for any new service centers that
we may establish, gross spread on marine petroleum prod-
ucts may be lower than for our existing service centers. We
also believe that the competitive conditions in the markets
served by our existing service centers may generally be more
favorable to us than those in other markets that we may con-
sider for future expansion.

Voyage Revenues

Our voyage revenues are primarily derived from time and
voyage charters of our only non-bunkering tanker, the
Aegean Hellas, which is a single hull Aframax tanker with a
cargo-carrying ctapacity of approximately 92,000 dwt. We
purchased this tanker with the initial intention of strategically
positioning it as a floating storage facility at one of the ports
that we serve. As of December 31, 2006, we were deploying
this vessel for hire in the international spot market. Voyage
revenues of the Aegean Hellas were driven primarily by the
number of operating days and the amount of daily charter
hire rates, which, in turn, were affected by a number of fac-
tors, including the duration of the charter, the age, condition
and specification of the vesse! and the levels of supply and
demand in the tanker shipping industry.

In February 2007, we entered into an agreement to sell the
Aegean Hellas to an unrelated third party. Accordingly, our
voyage revenues will terminate once the vessel is delivered
to the buyer.

We have entered into newbuilding contracts for the con-
struction of two new double hull petroleum products tankers
with roll-on roll-off facilities and refueting capabilities for fuel
trucks, which we call specialty tankers, and we have options
to build four additional specialty tankers. We currently plan
to exercise these options. We currently intend to position
these tankers in Greek waters and we expect to deploy them
primarily under contracts of affreightment with operators of
gasoline station networks in the Greek Islands, including
major oil producers, state-owned refineries and indepen-
dent physical suppliers of gasoline and related products. We
expect that voyage revenues will increase once the first spe-
cialty tanker is delivered to us and placed into service.

Salaries, Wages and Related Costs

We employ salaried employees at our office in Greece and
at each of our service centers. Furthermare, we employ
crews for our bunkering tankers under short-term contracts.
The majority of our salaries, wages and related costs are for
our salaried employees and vessel crews. Costs relating to
our salaried employees are mainly incurred at our office in
Greece where most of our sales and marketing, operations,
technical, accounting and finance departments are located.
We maintain a minimal number of salaried employees at
our service centers in Gibraltar, the United Arab Emirates,
Jamaica and Singapore. At our service centers, we typically
employ a local operations manager and staff to support the
logistical aspects of our operations.

Aegean Marine Petroleum Network Tnc,




The following table reflects salaries, wages and costs related

o our crews and salaried employees.
Year Ended
December 31,

2005 2006

{in thousands of

U.5. dollars)
5,962
2,996

8,958

2004

8,319
4,552

12,871

Shipboard personnel
Shoreside personnel

3,611
1,441

5,052

Total

Our salaries, wages and related costs have grown over the
past several years mainly due to the increase in crew wages
as we have added bunkering tankers to our fleet. We expect
that the amount of salaries, wages and related costs will con-
tinue to increase as a result of our further expansion into
new markets and acquisitions of additional double hull bun-
kering tankers and floating storage facilities.

Vessel Hire Charges

From time to time we have chartered in bunkering tankers
from related vessel-owning companies in order to meet the
increased levels of demand for our services at a time when
our own vessels were operating at full capacity, or for special
situations. We believe that the amounts paid to our related
vessel-owning companies are comparable to amounts that
we would have negotiated in arm’s-length transactions with
unaffiliated third parties.

Our vessel hire charges have decreased over the past sev-
eral years mainly due to the increase in the average number
of bunkering tankers that we own, and due to the decrease
in the number of Greek-flagged vessels that we were
required to charter to supply the United States Mavy.

Depreciation

The cost of our vessels is depreciated on a straight-line basis
over the expected useful life of each vessel. We expect that
these charges will continue to increase primarily as a result
of our planned acquisitions of additional bunkering tankers.

Other Operating Expenses

Other operating expenses primarily include the voyage costs
of our Aframax tanker and the operating expenses of all our
vessels, including the cost of insurance, expenses relating to
repairs and maintenance (which does not include amortiza-
tion of drydocking costs), the cost of spares and consumable
stores, consumption of marine petroleum products and other
miscellaneous expenses. Our vessel operating expenses,
which generally represent fixed costs, have historically
increased as a result of the enlargement of our fleet. We
expect these expenses to increase further as a result of our
acquisition of additional bunkering tankers.

Other operating expenses also include expenses relating to
rent, communal charges, advertising, public relations and
auditing and lega! fees. We expect these expenses to
increase further as we enter new markets and as a result
of our transformation from a privately-held business to a
publicly-traded company.

Finally, other operating expenses include a provision for
doubtful accounts. We believe that our provision for doubt-
ful accounts has been relatively low in the past several
years due to our effective credit control process. As we
expand our operations across the globe, we expect our pro-
vision for doubtful accounts to increase concurrently with
our revenues.

We expect that in the future other operating expenses will
include amounts relating to the storage of marine petroleum
products resulting from acquisitions and use of floating stor-
age facilities such as our Panamax tanker, the Fos. We believe
that the ownership of floating storage facilities will allow us
to mitigate the risk of supply shortages. Generally, the costs
of storage have been included in the price per metric ton
quoted by local suppliers of refined marine fuel. Accordingly,
we expect that the ownership of floating storage facilities
will allow us to convert the variable costs of this storage fee
markup per metric ton quoted by suppliers into fixed costs
of operating our storage facilities, allowing us to spread
larger sales volumes over a fixed cost base and to decrease
our refined marine fuel costs.

Interest and Finance Costs

We have historically incurred interest expense and financing
costs in connection with long-term debt to partially finance
the acquisitions of our vessels and in connection with short-
term bank borrowings obtained for working capital pur-
poses. In connection with our initial public offering, we
repaid and terminated a portion of our outstanding indebt-
edness. However, we expect to incur interest expense and
financing costs under our (i} existing credit facilities to finance
the construction of 22 of cur new bunkering tankers, (ii)
existing credit facilities to finance the construction of our
two new specialty tankers, and (i) our senior secured credit
facility. We intend to fimit the amount of these expenses
and costs by repaying our outstanding indebtedness from
time to time from our cash flows from operations. Fur-
thermore, if we decide to purchase other vessels or pursue
other projects in the future, we may consider strategic debt
or equity financing options at that time.

We believe that a majority of the interest and financing costs
we expect to pay in the short-term will be in connection with
our credit facilities to finance vessel construction. Accordingly,
we expect that these amounts will be capitalized as part of
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the acquisition costs of our vessels and not be incurred as
interest expense in our statements of operations.

Income Taxes

Our principal operating subsidiary, Aegean Marine Petroleum
5.A., or AMP, is incorporated in the Republic of Liberia. Under
regulations promulgated by the Liberian Ministry of Finance,
because AMP is considered a non-resident domestic cor-
poration, it is not required to pay any tax or file any report
or return with the Republic of Liberia in respect of income
derived from its operations outside of the Republic of
Liberia. The Liberian Ministry of Justice has issued an opin-
ion that these regulations are valid. If AMP were subject to
Liberian tax, it would be subject to tax at a rate of 35% on its
worldwide income, and dividends it pays to us would be sub-
ject to a withholding tax at rates ranging from 15% to 20%.

AMP has established an office in Greece which provides ser-
vices to AMP and AMP's office in Cyprus. Under the laws of
Greece, and in particular under Greek Law 3427/2005 which
amended, replaced and supplemented provisions of Law
89/1967, which expired on December 31, 2005, the income
of AMP’s Greek office is calculated on a cost plus basis on
expenses incurred by that office. The Greek Ministry of
Econemy and Finance has determined that the profit margin
applicable to AMP is 5%. This determination is subject to peri-
odic review. AMP's income, as calculated by applying the 5%
profit margin, is subject to Greek corporate income tax at the
rate of 29% for fiscal year 2006 and 25% for fiscal years after
2006. All expenses to which the profit percentage applies are
deducted from gross income for Greek corporate income tax
purposes. Accordingly, under Greek Law 3427/2005, as cur-
rently applied to us, we expect that AMP will continue to have
no liabitity for any material amount of Greek income tax.

Under the laws of the countries of incorporation of our vessel-
owning subsidiaries and our subsidiaries that operate service
centers and the laws of the countries of our vessels’ registra-
tion, our vessel-owning companies are generally not subject to
tax on our income that is characterized as shipping income.

In the past, our corporate income tax exposure mainly
related to our subsidiary Aegean Bunkering (Gibraltar) Ltd.,
in Gibrattar. In the future, we anticipate that our corporate
income tax exposure may also refate to our subsidiaries
incorporated in the jurisdictions where our service centers
and administrative and marketing offices are located.

Our business is affected by taxes imposed on the purchase
and sale of marine petroleum products in various jurisdictions
in which we operate from time to time. These taxes include
sales, excise, goods and services taxes, value-added taxes,
and other taxes. We do not pay a material amount of tax in
any jurisdiction in which we operate.

Aegean Marine Petroleum Network Inc.

Resuits of Operations

Year ended December 31, 2006 compared to the year
ended December 31, 2005

Sales of Marine Petroleum Products. Sales of marine petro-
leum products increased by $285.1 million, or 56.4%, to
$790.7 million for the year ended December 31, 2006, com-
pared to $505.6 million for the year ended December 31,
2005. Of the total increase in sales of marine petroleum
products, $205.6 million was attributable to an increase in
sales volume of marine fuel {using average prices for the year
ended December 31, 2006), $76.7 million was attributable to
a 15.3% increase in the average price of marine fuel {using
sales volumes for the year ended December 31, 2005), and
$2.8 million was attributable to an increase in the sales of
lubricants. Sales volume of marine fuel increased by 620,912
metric tons, or 35.6%, to 2,367,289 metric tons for the year
ended December 31, 2006, compared to 1,746,377 metric
tons for the year ended December 31, 2005 due to addi-
tional volume of sales of marine fuel in Greece, Gibraltar, the
United Arab Emirates and Jamaica and due to sales of marine
fuel in our service center in Singapore, which commenced
physical supply operations on June 2, 2006. Qur increased
volume of sales in our service centers is mainly attributable
to improved market conditions. The increase in the average
price of marine fuel is primarily due to the increase in world-
wide cil and gas prices.

Gross Spread on Marine Petroleum Products. Gross spread
on marine petroleum products increased by $21.2 million,
or 52.0%, to $62.0 million for the year ended December
31, 2006, compared to $40.8 million for the year ended
December 31, 2005. The increase in our gross spread
on marine petroleum products mainly resulted from the
increased sales volume of marine fuel and from the increased
gross spread per metric ton of marine fuel sold on such vol-
umes. Qur gross spread per metric ton of marine fuel sold
during the year ended December 31, 2006 increased 12.1%
to $26.0 from $23.2 during the year ended December 31,
2005. The increase in our gross spread per metric ton of
marine fuel sold resulted from improved market conditions
in our combined port portfolio. Furthermare, the increase in
our gross spread per metric ton of marine fuel sold is also
due to our increased sales volumes in locations where we
generally obtain higher margins such as our service centers
in Jamaica and Gibraltar. Finally, the increase of 12.1% in our
gross spread per metric ton of marine fuel sold was slightly
lower than the increase of 15.3% in the average price of
marine fuel; gross spreads per metric ton do not generally
increase or decrease proportionately with the price of marine
fuel. Accordingly, gross spread on marine petroleum prod-
ucts, as a percentage of total revenues, decreased from 7.9%
for the year ended December 31, 2005 to 7.7% for the year




ended December 31, 2006. Gross spread on marine petro-
leum products and gross spread per metric ton of marine
fuel sold are non-GAAP measures and should not be consid-
ered as alternatives to operating income, net income or
other GAAP measures and may not be comparable to simi-
larly entitted measures of other companies. Please refer to
section titled “Factors Affecting Our Results of Operations”
for a reconciliation of gross spread on marine petroleum
products to the most directly comparable GAAP measure.

Voyage Revenues. Voyage revenues increased by $1.1 million,
or 10.5%, to $11.6 million for the year ended December 31,
2006, compared to $10.5 million for the year ended December
31, 2005. This increase was mainly attributable to an increase
in the average daily charter hire rates of our Aframax tanker
during 2006. Furthermore, the increase in voyage revenues
was constrained by off-hire time of approximately two
months in 2006 when our Aframax tanker was drydocked.

Salaries, Wages and Related Costs. Salaries, wages and
related costs increased by $3.92 million, or 43.3%, to $12.9
million for the year ended December 31, 2006, compared to
$9.0 million for the year ended December 31, 2005. This
increase is mainly due to increased crew costs. The average
number of bunkering tankers increased by 23.3%, to 11.1 for
the year ended December 31, 2006, compared to 9.0 for the
year ended December 31, 2005, Furthermore, increased
crew costs included salaries of our crew on the floating stor-
age facility, Fos, which was acquired during 2006, and sala-
ries of our crew on the bunkering tanker, Aegean Flower,
which was not operational during the first quarter of 2005
due to an engine breakdown. The increase in salaries, wages
and related costs is also attributable to additional salaried
employees hired at our Greek office, including sales and mar-
keting and operations personnel to manage our expanded
network and accounting and finance staff employed in antici-
pation of our reporting requirements as a public company.

Vessel Hire Charges. We did notincur any vessel hire charges
during the year ended December 31, 2006 due to the reduc-
tion of sales of marine petroleum products to the United
States Navy. The reduction of sales to the United States
Navy was due to decreased naval activity in Greece in
2006. During the year ended December 31, 2005, we
incurred vessel hire charges of $0.5 million to service the
United States Navy vessels at Souda Bay in Crete, Greece,
where we are required to deliver marine petraleum products
using Greek-owned vessels which we do not own but hire
from a related company.

Depreciation. Depreciation increased by $2.0 million, or
90.9%, to $4.2 million for the year ended December 31,
2006, compared to $2.2 million for the year ended December
31, 2005. This increase exceeded the 23.3% increase in the

average number of bunkering tankers due to the higher
age and acquisition costs of the three double hull bunker-
ing tankers, Aegean Pride |, Aegean Xl and Aegean Force,
acquired on December 20, 2005, May 3, 2006 and July 25,
2006, than the average age and acquisition costs of our
then-existing fleet.

Other Operating Expenses. Other operating expenses
increased by $9.1 million, or 54.8%, to $25.7 million for the
year ended December 31, 2006, compared to $16.6 million
for the year ended December 31, 2005. Of the total increase
in other operating expenses, $2.0 million was attributable to
the increase in the vessel operating costs of our bunkering
tankers, which include insurance policies, repairs and main-
tenance, spares and consumable stores and consumption of
marine petroleum products. A further $1.7 million of the
total increase was attributable to an increase in voyage and
operating costs of our Aframax tanker. Furthermore, $3.4
million of the total increase was due to our lease of shore-
side storage space in Gibraltar as well as to the operating
costs of our floating storage facility, the Fos, in Gibraltar.
These costs were non-existent in 2005 because we were
purchasing marine fuel exclusively from Fuel and Marine
Marketing Ltd., or FAMM, the marine division of Chevron,
under a long-term supply contract. Finally, $2.0 million of
the total increase was attributable to the increase in other
expenses, mainly general and administrative expenses of
our Greek office and service centers including costs relating
to the establishment of our service center in Singapore.

Write-off of Deferred IPO Costs. On November 17, 2005, we
filed a registration statement on Farm F-1 in connection with
an initial public offering of 10,000,000 shares of our com-
mon stock. In early 2006, we postponed further activities in
connection with our initial public offering. Accordingly, dur-
ing the year ended December 31, 2006, we wrote off $1.6
million, representing all deferred costs incurred in connec-
tion with the offering.

Interest and Finance Costs. Interest and finance costs
increased by $2.9 million to $5.2 million for the year ended
December 31, 2006, compared to $2.3 million for the year
ended December 31, 2005. The increase in interest and
finance costs was mainly attributable to an increase in our
total debt outstanding during 2006, mainly resulting from
loan agreements signed during the latter half of 2005 all
the way up to the date of our initial public offering, Decem-
ber 8, 2006.

Year ended December 31, 2005 compared to the year
ended December 31, 2004

Sales of Marine Petroleum Products. Sales of marine petro-
leum products increased by $258.2 million, or 104.4%, to
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$505.6 million for the year ended December 31, 2005, com-
pared to $247.4 million for the year ended December 31,
2004. Of the total increase in sales of marine petroleum
products, $165.8 million was attributable to an increase in
sales volume of marine fuel (using average prices for the year
ended December 31, 2005), $92.0 million was attributable to
a 37.7% increase in the average price of marine fuel {using
sales volumes for the year ended December 31, 2004), and
$0.4 million was attributable to an increase in the sales of
lubricants. Sales volume of marine fuel increased by 576,947
metric tons, or 49.3%, to 1,746,377 metric tons for the year
ended December 31, 2005, compared to 1,169,430 metric
tons for the year ended December 31, 2004 due to addi-
tional volume of sales of marine fuel in Gibraltar, the United
Arab Emirates and due to sales of marine fuel in our service
center in Jamaica, which commenced physical supply oper-
ations on March 1, 2005. Total szles volumes in Greece
increased slightly by 4.1% to 424,119 metric tons for the year
ended December 31, 2005 as compared to 407,430 metric
tons for the year ended December 31, 2004 but were
impacted by an 80.0% reduction of sales to the United
States Navy. Nevertheless, sales volumes in Greece exclud-
ing sales to the United States Navy increased by 115.5% to
377.679 metric tons for the year ended December 31, 2005
as compared to 175,281 metric tons for the year ended
December 31, 2004. The reduction of sales to the United
States Navy was due to decreased United States Navy activ-
ity in Crete in 2005. Qur increased velume of sales in
Gibraltar, the United Arab Emirates and Greece {excluding
sales to the United States Navy) is mainly attributable to
improved market conditions. The increase in the average
price of marine fuel is primarily due to the increase in world-
wide oil and gas prices.

Gross Spread on Marine Petroleum Products. Gross spread
on marine petroleum products increased by $15.8 million, or
63.2%, to $40.8 million for the year ended December 31,
2005, compared to $25.0 million for the year ended Decem-
ber 31, 2004. The increase in our gross spread on marine
petroleum products mainly resulted from the increased sales
volume of marine fuel and from the increased gross spread
per metric ton of marine fuel sold on such volumes. Our gross
spread per metric ton of marine fuel sold during the year
ended December 31, 2005 increased 10.0% to $23.2 from
$21.1 during the year ended December 31, 2004. The
increase in our gross spread per metric ton of marine fuel
sold resulted from the effective implementation of our
pricing policies, marketing efforts and purchasing methods.
We priced our products near or at spot prices which allowed
us to increase our margins during a period in which spot
prices rose. We believe that our marketing efforts increased
customer demand and allowed us to achieve higher margin

sales. We also purchased more products on favorable
terms such as average cost pricing or discounted pricing.
Macroeconomic factors, such as the increase in worldwide
trade and the general increase in oil and gas prices, also
contributed to the increase in our gross spread per metric
ton. These factors were partially offset by a lower proportion
of sales to the United States Navy, which have generally
exhibited favorable margins, during the year ended Decem-
ber 31, 2005 compared with the year ended December 31,
2004. Finally, the increase of 10.0% in our gross spread per
metric ton of marine fuel sold was lower than the increase of
37.7% in the average price of marine fuel. Accordingly, gross
spread on marine petroleum products, as a percentage of
total revenues, decreased from 9.5% for the year ended
December 31, 2004 to 79% for the year ended December
31, 2005. Gross spread of marine petroleum products and
gross spread per metric ton of marine fuel sold are non-
GAAP measures and should not be considered as alterna-
tives to operating income, net income or other GAAP
measures and may not be comparable to similarly titled mea-
sures of other companies. Please refer to section entitled
“Factors Affecting Our Results of Operations” for a recon-
ciliation of gross spread on marine petroleum products to
the most directly comparable GAAP measure.

Voyage Revenues. Voyage revenues decreased by $4.5 mil-
lion, or 30.0%, to $10.5 million for the year ended December
31, 2005, compared to $15.0 million for the year ended
December 31, 2004. The decrease was mainly attributable
te a decrease in the daily charter hire rates of our Aframax
tanker during 2005.

Salaries, Wages and Related Costs. Salaries, wages and
related costs increased by $4.0 millicn, or 80.0%, to $9.0 mil-
lion for the year ended December 31, 2005, compared to
$5.0 million for the year ended December 31, 2004. This
increase is mainly due to increased crew costs. The average
number of bunkering tankers increased by 2.2, or 32.4%, to
9.0 for the year ended December 31, 2005, compared to 6.8
for the year ended December 31, 2004. Increased crew costs
included salaries of our crew on the vessel Aegean Flower,
which was not operational for a substantial part of 2004 due
to an engine breakdown which occurred on July 12, 2004.
Increased crew costs also included salaries of our crew on
the vessels Aegean Tiffany and Aegean X during January
and February 2005. These bunkering tankers commenced
revenue-generating operations during March 2005, when
they were deployed to our service center in Jamaica.
Furthermore, the increase in salaries, wages and related
costs is also attributable to salaried employees hired during
the year ended December 31, 2005, including our Treasurer
and Chief Financial Officer, who joined our Company on
January 1, 2005, new employees hired at our service center
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in Jamaica and at our office in Singapore, as well as salary
increases for our employees at our Greek office.

Vessel Hire Charges. Vessel hire charges decreased by $1.9
million, or 79.2%, to $0.5 million for the year ended December
31, 2005, compared to $2.4 million for the year ended
December 31, 2004. This decrease is mainly attributable to
the reduction of sales of marine petroleum products to the
United States Navy vessels at Souda Bay in Crete, Greece,
where we are required to deliver marine petroleum products
using Greek-owned vessels which we do not own but hire
from a related company.

Depreciation. Depreciation increased by $0.7 miilion, or
46.7%, to $2.2 million for the year ended December 31,
2005, compared to $1.5 million for the year ended December
31, 2004. This increase was due to the increase in the aver-
age number of bunkering tankers and the higher average
value of those vessels.

Management Fees. Management fees amounted to $0.2
million for the years ended December 31, 2004 and 2005,
and were incurred and paid to Aegean Shipping Management,
the manager of our Aframax tanker.

Other Operating Expenses. Other operating expenses
increased by $4.3 million, or 35.0%, to $16.6 miliion for the
_year ended December 31, 2005, compared to $12.3 million
for the year ended December 31, 2004. Of the total increase
in other operating expenses, $3.5 million was attributable to
the increase of vessel operating costs of our bunkering tank-
ers, which include insurance policies, repairs and mainie-
nance, spares and consumable stores and consumption of
marine petroleum products, and $2.5 million was attribut-
able to the increase in other expenses, mainly relating to the
overhead costs of our service centers including costs relat-
ing to the establishment of our service center in Jamaica and
office in Singapore. The total increase in other operating
expenses was offset by a $1.9 million decrease in voyage
and operating costs relating to our Aframax tanker, because
for a substantial part of the year ended December 31, 2005
the vessel was hired out under time charter agreements
under which the charterer pays for voyage expenses. In the
year ended December 31, 2004, our Aframax tanker was
mainly hired under voyage charters under which the owner
pays for the voyage expenses. We incurred vessel operating
costs on the vessels Aegean Tiffany and Aegean X during
January and February 2005. These bunkering tankers com-
menced revenue-generating operations during March 2005,
when they were deployed to cur service center in Jamaica.

Interest and Finance Costs. Interest and finance costs
increased by $1.4 million to $2.3 million for the year ended
December 31, 2005, compared to $0.9 million for the year

ended December 31, 2004. The increase in interest and
finance costs was mainly attributable to an increase in our
total debt outstanding during 2005.

Inflation

Inflation has had only a moderate effect on our expenses
given recent historical economic conditions. In the event that
significant global inflationary pressures appear, these pres-
sures would increase our operating costs.

Liquidity and Capital Resources

Our treasury activities are controlled centrally by our trea-
sury department, which is located at our offices in Greece.
Our treasury department administers our working capital
resources including our current accounts, time deposits,
overdrafts and bank loans. Our liquidity objective is to main-
tain an optimum daily net cash position which takes into
consideration immediate working capital and operational
requirements, as well as short- to medium-term capital
expenditure requirements, but which would not result in an
unnecessary net cash surplus. In this way we seek to maxi-
mize available cash to reinvest in our business, Our policy is
to minimize the use of time deposits, financial instruments or
other forms of investments which we believe generate lower
levels of return than the return on our invested capital.

Qur cash is primarily denominated in U.S. dollars because our
sales of marine petroleum products are fully denominated in
U.S. dollars. Qur service centers pay their operating expenses
in various currencies—primarily the Eurc, the UAE dirham,
the Gibraltar pound, the Jamaican dollar and the Singapore
dollar. Qur treasury department transfers cash to our service
centers monthly on an as-needed basis and accordingly, we
maintain low levels of foreign currency at our service centers,

Under the laws of jurisdictions where our subsidiaries are
located, there are currently no restrictions on the export or
import of capital, including foreign exchange controls or
restrictions that materially affect the remittance of dividends,
loans, interest or other payments. Most of our vessel-owning
subsidiaries have long-term bank loans outstanding that
were obtained to partially finance the acquisition cost of
their vessels. Most of these vessel-owning companies are
not permitted to pay any dividends without the lender’s prior
consent. However, these vessel-owning companies generally
do not generate third-party revenues and do not possess
material amounts of excess cash. Therefore, these restric-
tions on our vessel-owning companies’ ability to pay divi-
dends to us should not materially impact our ability to meet
our cash obligations. Accordingly, there are no significant
restrictions on our ability to access and mobilize our capital
resources located around the world.
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We have funded our business primarily through: (i) cash gen-
erated from operations, (i) equity capital and short-term
borrowings from our shareholders, (iii) short-term borrow-
ings, and (iv) long-term bank debt. We have revolving credit
facilities that permit borrowings up to certain amounts for
working capital purposes with sublimits for the issuance of
standby letters of credit. Qur available borrowings under
these revolving credit facilities are reduced by the amount
of outstanding letters of credit. Furthermore, we have long-
term debt facilities with several banks in order to partially
finance the acquisition costs of several of our vessels. The
credit agreements for the long-term debt facilities are
secured with first priority mortgages over certain of our
vessels. As of December 31, 2006, we believe that we were
in compliance in all material respects with all covenants of
our credit facilities.

Credit Facilities

As of December 31, 2006 we had the foliowing outstanding

loans:
Balance
{in millions of

Loan Date U.S. dollars)
Secured term loan facility with

respect to five newbuildings  February 10, 2006 4.2
Secured syndicated term

loan facility with respect

to two newbuildings Cctober 26, 2005 13.5
Secured syndicated term

loan facility with respect

to five newbuildings August 30, 2005 5.0
Secured syndicated term

loan facility with respect

to seven newbuildings October 30, 2006 7.0
Secured term loan facility with

respect to two newbuildings  October 27, 2006 1.5
Secured term loan facility

with respect to three

newbuildings October 25, 2006 2.4

336

Senior Secured Credit Facility. On December 19, 2006, we
entered into our senior secured credit facility with an inter-
national commercial lender. Our senior secured credit facility
is in an amount of up to $183.4 million, consisting of a guar-
antee and/or letter of credit line in an amount of up to $100.0
million; an overdraft facility in an amount of up to $50.0 mil-
lion and a newbuilding facility to partially finance the acqui-
sition of five of our new bunkering tankers in an amount of
up to $33.4 million. Our senior secured credit facility is used
for working capital and general corporate purposes and to
partially finance the construction of our five new bunkering
tankers from Qingdao Hyundai. Our senior secured credit
facility has a term of two years and our newbuilding facility
portion will have a term of 12 years from the delivery date of

each vessel. The borrowings under our senior secured credit
facility bear interest at a rate of LIBOR plus a margin.

Our senior secured credit facility is secured by:

* a first priority mortgage on our double hull tankers and an
undertaking to provide a first priority mortgage on our
single hull tankers at the lender’s request;

* an assignment of all earnings, requisition compensation
and insurance policies of our vessels;

* charge granted to the lender over our operating account
and the accounts of our vessel-owning subsidiaries with
the lender;

* corporate guarantees of our vessel-owning subsidiaries;

* a first priority assignment of each newbuilding contract
and the refund guarantee for each of the five new bunker-
ing tankers from Qingdao Hyundai prior to its delivery;

* a corporate guarantee from AMP collateralized by assign-
ment of trade receivables;

* additional free liquidity in the amount of $22.0 million to
be held with the lender and reduced only for the purchase
of up to three double hull tankers;

* the general assignment of our trade receivables to be paid
into an operating account held with the lender; and

* at the lender's request, requiring our vessel-owning sub-
sidiaries acting as additional guarantors to provide secu-
rity in the form of corporate guarantees and undertakings
to provide first priority mortgage, assignment of earnings,
requisition compensation, insurance policies and, where
applicable, newbuilding contracts.

Our credit facility contains certain covenants requiring us to,
among other things:

* maintain our listing at the New York Stock Exchange;

* obtain and maintain vessel insurance policies and addi-
tional perils pollution insurance palicies for 100% of the
market value of our vessels;

* ensure that our tankers are managed by Aegean Bunkering
Services Inc. or ABS and that there is no change in man-
agement without the lender's consent;

* indemnify the lender against the consequences of a pollu-
tion incident;

* maintain minimum security of 120% of the outstanding
facility amount;

* have direct control of and own directly or indirectly 100%
of capital stock of vessel-owning subsidiaries acting as
gquarantors;
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+ ensure that Mr. Dimitris Melisanidis controls at least 35%
of our shares;

* inform the lender about any actual or proposed purchases;

¢ inform the lender about changes in our or our subsidiaries’
business activities;

¢ provide the lender with financial statements on a quarterly
and annual basis and such other information that the
lender may reasonably request; and

» withhold any dividends if there is a breach of covenants or
event of default under the credit facility.

The facility also contains customary financial covenants
requiring us and our subsidiaries to, among other things,
ensure that:

* our book net worth shall not be less than $150.0 million;

s our ratio of total liabilities to total assets shall not exceed
0.65-to-one; and

* we maintain additional free liquidity of $25.0 million to be
held with the lender, excluding additional free liquidity in
the amount of $22.0 million, with average minimum daily
free liquidity of $10.0 million.

As of December 31, 2006, we had ne amounts outstanding
under this facility.

Letter of Credit and Revolving Credit Facility with Respect to
Bunker Supply. On September 24, 2004, as amended, AMP
entered inte a one-year, renewable, $50.0 million revolving
credit and letter of credit issuance and refinancing facility
with an international commercial bank for the purpose of
purchasing and transporting fuel cargoes and payment of
other expenses incidental to the supply of bunkers and lubri-
cants. The facility bears interest at LIBOR plus 1.75%. All
drawings under the facility are collateralized by a pledge
on qualifying receivables of AMP, as defined in the agree-
ment, as well as a pledge on the bank account where the
qualifying receivables of AMP are to be paid. The facility is
also secured by a personal guarantee of Mr. Melisanidis, for
which he received no consideration.

The credit facility imposes certain operating and financial
restrictions on AMP, including restrictions on:

¢ the disposition of assets {except in the ordinary course of
business) in excess of certain amounts or any debt pay-
able to it, on right to receive payment;

» changes in the business and activities that are carried
on; and

* the change in legal and beneficial ownership, or in the ulti-
mate beneficial ownership of shares of AMP.

AMP’s failure to comply with obligations under the credit
agreement could result in an event of default. An event of
default, if not cured or waived, would permit acceleration of
any outstanding indebtedness under the credit agreement,
and impair AMP's ability to receive advances and issue let-
ters of credit. As of December 31, 2006, AMP had letters of
credit in the aggregate amount of $19.9 million outstanding
under this facility.

Secured Term Loan Facility with Respect to Five Newbuild-
ings. On February 10, 2004, five of our vessel-owning sub-
sidiaries, Amorgos Maritime Inc., Kimolos Maritime Inc.,
Milos Maritime Inc., Mykonos Maritime Inc. and Syros
Maritime Inc., entered into a secured loan facility with an
international commercial bank for an aggregate amount of
$33.4 million to partially finance the construction costs of
five double hull tankers, DN-3500-1, DN-3500-4, DN-3500-
5, DN-3500-6 and DN-3500-7, respectively, with a cargo-
carrying capacity of 3,800 dwt each. The loan bears interest
at LIBOR plus 1.15% plus additional compliance costs. The
loan is collateralized by a first priority mortgage over each of
the vessels.

Upon the lender’s demand, this facility may be collateral-
ized by:

* a second priority mortgage over one of our vessels, the
Aegean Flower;

¢ a second priority undertaking and assignment to be exe-
cuted by and ABS in favor of the lender; and

* a corporate guarantee by one of our vessel-owning sub-
sidiaries, Pontos Navigation Inc.

The secured loan imposes certain operating and financial
restrictions on the borrowers, including restrictions on:

» payment of dividends and the distribution of assets;
* incurrence of deby;

* the change in legal and/or ultimate beneficial ownership
of shares of the five vessel-owning subsidiaries borrowing
under this facility, Pontos Navigation Inc. and ABS;

s merger and consolidation;
» the acquisition of additional vessels; and
» changes in the business activities that are carried on.

As of December 31, 2006, the balance on this facility was
$4.2 million,
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Secured Syndicated Term Loan Facility with Respect to Two
Newbuildings. On October 26, 2005, as amended, two of
our vessel-owning subsidiaries, Ocean Dynamic Corp. and
Sea Global S.A., as co-borrowers, jointly and severally,
entered into a syndicated secured credit facility for an aggre-
gate amount of Euro 13.3 million with an international com-
mercial bank to finance the construction of two specialty
tankers. The loan bears interest at the rate of LIBOR plus a
margin of between 1.30% and 1.40%. Under the terms of the
agreement, the borrowers may enter into interest rate swap
agreements to hedge their exposure to interest rate risk.

The loan is collaterafized by:
* a first priority mortgage over each of the vessels;

* assignments of earnings, insurances and requisition com-
pensation of each of the mortgaged vessels; and

* corporate guarantee of ABS and our corporate guarantee.

Qur corporate guarantee contains customary financial cove-
nants requiring us to ensure that:

* our book net worth shall not be less than $100.0 million:

* our ratio of total liabilities to total assets shall not exceed
0.65-to-one;

* our ratic of current assets to current liabilities shall not be
less than 1.25-to-one; and

* our cash and cash equivalents exceed 50% of the debt
service being due in the succeeding annual period.

Furthermore, under aur corporate guarantee we are required
to maintain the listing of our shares on the New York Stock
Exchange and ensure that our current beneficial owners or
their families control at least 35% of our shares and no other
party holds a larger share.

The credit facility contains customary financial restrictions
on the borrowers, including restrictions on:

* the minimum value of the collateral;
* incurrence of debt; and
* payment of dividends.

The loan is repayable in 40 quarterly instaliments with a bal-
loon payment at the end of the term in the amount of Euro
3.5 million. As of December 31, 2006, the balance on the
loan was $13.5 million (Euro 10.3 million).

Secured Letter of Credit Facility with Respect to Two New-
buildings. Also on October 26, 2005, two of our vessel-own-
ing subsidiaries, Ocean Dynamic Corp. and Sea Global 5.A.,
as co-borrowers, jointly and severaily, entered into a secured
letter of credit facility for an aggregate amount of Euro 12.3

million with an international commercial bank, for the issu-
ance of standby letters of credit to the shipyard as a pay-
ment guarantee.

This facility is coilateralized by:

* a first priority charge on an interest bearing cash collateral
account of the borrowers; and

* a corporate guarantee of AMP,

As of December 31, 2006, the balance on this letter of credit
facility was $12.3 million {Euro 9.4 million).

Secured Syndicated Term Loan Facility with Respect to Five
Newbuildings. On August 30, 2005, as amended, five of our
vessel-owning subsidiaries, Kithnos Maritime Inc., Naxos
Maritime Inc., Paros Maritime Inc., Santorini Maritime Inc. and
Serifos Maritime Inc., as co-borrowers, jointly and severally,
entered into a syndicated secured credit facility for an aggre-
gate amount of $35.5 million with an international commer-
cial bank to finance the construction of five bunkering
tankers. The loan bears interest at the rate of LIBOR plus a
margin of between 1.30% and 1.40%. Under the terms of the
agreement, the borrowers may enter into interest rate swap
agreements to hedge their exposure to interest rate risk.

The loan is collateralized by:
* a first priority mortgage over each of the vessels;

* assignments of earnings, insurances and requisition caom-
pensation of each of the mortgaged vessels; and

* corporate guarantee of ABS and our corporate guarantee.

Our corparate guarantee contains custornary financial cove-
nants requiring us to ensure that:

* our book net worth shall not be less than $100.0 million;

* our ratio of total liabilities to totat assets shall not exceed
0.65-to-one;

* our ratio of current assets to current liabilities shall not be
less than 1.25-to-one; and

* our cash and cash equivalents exceed 50% of the debt
service being due in the succeeding annual period.

Furthermore, under our corparate guarantee we are required
to maintain the listing of our shares on the New York Stock
Exchange and ensure that our current beneficial owners or
their families control at least 35% of our shares and no other
party holds a larger share.

The credit facility contains customary financial restrictions
on the borrowers, including restrictions on:

¢ the minimum value of the collateral;
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* incurrence of debt; and
» payment of dividends.

The loan is repayable in 40 quarterly installments with a bal-
loon payment at the end of the term in the amount of $2.4
million. As of December 31, 2006, the balance on the loan
was $5.0 million.

Secured Syndicated Term Loan Facility with Respect to Seven
Newbuildings. On Qctober 30, 2006, seven of our vessel-
owning subsidiaries, Kerkyra Marine S.A,, Ithaki Marine 5.A,,
Cephallonia Marine S.A., Paxoi Marine 5.A,, Zakynthos
Marine S.A., Lefkas Marine S.A. and Kythira Marine 5.A., as
co-borrowers, jointly and severally entered into a syndicated
secured credit facility for an aggregate amount of $64.75
million with an international commercial bank to finance the
construction of seven double hull oil tankers, QHS 207, QHS
208, QHS 209, QHS 210, QHS 215, QHS 216, and QHS 217,
respectively, with a cargo-carrying capacity of 5,500 dwt
each. The loan bears interest at LIBOR plus 1.15% before
delivery of each vessel and at LIBOR plus 1.05% after such
vessel's delivery. Under the terms of the agreement, the bor-
rowers may enter into interest rate swap agreements to
hedge their exposure to interest rate risk.

The loan is collateralized by:

* a first priority mortgage over each of the vessels, in favor
of the lenders;

* a corporate guarantee by the Company and Aegean
Shipholdings Inc., as the holding company of the vessel-
owning subsidiaries; and

* a manager’'s undertaking from ABS, as the management
company of the vessels.

The secured loan imposes certain operating and financial
restrictions on the borrowers, including restrictions on:

* the payment of dividends and the distribution of assets;
s the incurrence of debt;

* mergers and consoclidations;

» changes in the business activities that are carried on; and

¢ changes in legal and/or ultimate beneficial ownership,
provided that after the listing of our shares on the New
York Stock Exchange, at least 35% of our shares at all times
shall be beneficially owned by our current beneficial
owners and our current beneficial owners may not bene-
ficially own in the aggregate fewer of our shares than any
other person.

The facility is available in seven tranches of $%2.25 millien
each. Each tranche is repayable in 40 quarterly installments

in the amount of $125,000 each, plus a balloon payment
of $4.25 million payable together with the last installment.
As of December 31, 2006, the balance on the loan was
$7.0 miltion.

Secured Term Loan Facility with Respect to Two Newbuild-
ings. On October 27, 2006, two of our vessel-owning sub-
sidiaries, Tasman Seaways Inc. and Santon Limited, as
co-borrowers, jointly and severally, entered into a loan
agreement with an international commercial bank for a
term loan facility in an aggregate amount of $17.6 million to
partially finance the construction costs of two double hul!
tankers, QHS 221 and QHS 224, respectively, with a cargo-
carrying capacity of 5,500 dwt each. The facility bears inter-
est at LIBOR plus 1.15% on 70% of the principal amount and
at LIBOR plus 1.25% on 30% of the principal amount.

The loan is collateralized by:

* afirst priority or first preferred ship mortgage over each of
the vessels, in favor of the lenders;

* our corporate guarantee; and

* a manager's undertaking from ABS, as the management
company of the vessels.

The secured loan imposes certain operating and financial
restrictions on the borrowers, including restrictions on:

* the payment of dividends and the distribution of assets;
s the incurrence of debt;

* mergers and consolidations;

¢ changes in the business activities that are carried on; and

* changes in legal and/or ultimate beneficial ownership, pro-
vided that after the listing of our shares on the New York
Stock Exchange, at least 35% of our shares at all times shall
be beneficially owned by our current beneficial owners.

The facility is available in five tranches in a total amount of
$8.8 million per vessel. The loan amount for each vessel is
repayable in 40 consecutive quarterly installments in the
amount of $154,000 each, plus a balloon payment of $2.64
million payable together with the last installment. The first
installment of each tranche is repayable three months after
the date of delivery of the respective vessel. As of December
31, 2006, the balance on the loan was $1.5 million.

Secured Term Loan Facility with Respect to Three Newbuild-
ings. On October 25, 2006, three of our vessel-owning sub-
sidiaries, Eton Marine Ltd., Benmore Services S.A. and Ingram
Enterprises Co., as co-borrowers, jointly and severally entered
into a syndicated secured credit facility for an aggregate
amount of $26.25 million to partially finance the construction
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costs of three double hull tankers, QHS 220, QHS 222 and
QHS 223, respectively, with a cargo-carrying capacity of
5.500 dwt each. As of December 31, 2006, the facility bore
interest at LIBOR plus 1.15% before delivery of each vessel
and at LIBOR plus 1.05% after such vessel's delivery.

The loan is colfateralized by:

* a first priority or first preferred ship mortgage over each of
the vessels, in favor of the lenders;

* acorporate guarantee by us and Aegean Shipholdings Inc.,
as the holding company of the vessel-owning subsidiaries;

* a manager’s undertaking from ABS, as the management
company of the vessels; and

* personal guarantee by a personal guarantor to be agreed
upon by the lenders,

The credit facility imposes certain operating and financial
restrictions on the borrowers, including restrictions on:

* the payment of dividends and the distribution of assets;
* the incurrence of debt;

* mergers and consolidations;

* changes in the business activities that are carried on; and

* changes in legal and/or ultimate beneficial ownership, pro-
vided that after the listing of cur shares on the New York
Stock Exchange, at least 35% of our shares at all times shall
be beneficially owned by our current beneficial owners and
our current beneficial owners may not beneficially own in
the aggregate fewer of our shares than any other person.

The facility is available in three tranches of $8.75 million each.
Each tranche is repayable in 40 quarterly installments in the
amount of $125,000 each, plus a balloon payment of $3.75
million payable together with the last installment. As of Decem-
ber 31, 2006, the balance on the loan was $2.4 million.

Liquidity and Uses of Cash

Cash and cash equivalents, as of December 31, 2005 and
2006 amounted to $7.6 million and $82.4 million, respec-
tively. The table below illustrates our working capital and
working capital excluding cash and debt as of December 31,
2005 and 2006. Working capital is defined as current assets
less current fiabilities.

The marine fuel supply industry is capital intensive. The
timing and levels of operational cash flows are important
aspects of our business. Our periodic cash flows from opera-
tions are mainly dependent on our periodic working capital
excluding cash and debt. Accordingly, we use working capital
excluding cash and debt to monitor changes in our operational

working capital accounts such as trade receivables, invento-
ries and trade payables, and to assess the current strength
and to predict the future state of our cash flows from opera-
tions. Our periodic working capital excluding cash and debt
is partly driven by our sales volume growth rates for the rel-
evant periods. As a result, the higher the sales valume
growth rates are, the larger the working capital investment
needed to purchase and sell the increased quantities of fuel.
A larger working capital investment decreases our opera-
tional cash flows for the relevant periods. Furthermore, sig-
nificant period-on-period movement in the average
outstanding days of our trade receivables, inventories and
trade payables considerably impacts our periodic working
capital excluding cash and debt positions and our opera-
tional cash flows. Finally, significant fluctuations in marine
fuel prices materially affect our periodic working capital
excluding cash and debt. A period-on-period increase in
marine fuel prices increases the level of working capital
investment needed to purchase the same quantity of marine
fuel. Accordingly, we would have to increase our working
capital investment at a multiple of the increase in marine fuel

prices in order to increase our sales volumes.
Year Ended
December 31,

2005 2006

{in thousands of
LL5. dollars)
(32,457) 115,723
30,5146 33,381

Working capital
Working capital excluding cash and debt

During the year ended December 31, 2006 we experienced
a significant increase in our sales of marine petroleum prod-
ucts. However, during the same year, we improved the aver-
age outstanding days of our trade receivables. Accordingly,
our working capital excluding cash and debt only slightly
increased. Our working capital position as of December 31,
2006 was positive due to the net proceeds of our initial pub-
lic offering in December 2006 which we used to repay a sig-
nificant portion of our then-outstanding debt. While we do
expect to incur additional debt to fund working capital
requirements and capital commitments, we would not expect
significant working capital deficits in the future.

We primarily use our cash to fund marine petroleum product
purchases for resale to our customers. Except for transac-
tions with our related company, Aegean Qil, in which we
usually had been extended unsecured trade credit, we are
usually extended secured trade credit from our suppliers for
our marine petroleum product purchases and our suppliers
usually require us to provide a standby letter of credit. In
certain cases, we purchase quality marine petroleum prod-
ucts from certain suppliers at discounted prices with cash on
or near delivery. Qur ability to fund marine petroleum prod-
uct purchases, obtain trade credit from our suppliers, and
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provide standby letters of credit is critical to the success of
our business. Increases in oil prices negatively impact our
liquidity by increasing the amount of cash needed to fund
marine petroleum product purchases as well as reducing the
volume of marine petroleum products which can be pur-
chased on a secured credit basis from our suppliers.

We also use our cash to fund the acquisition or construction
costs of vessels as well as to fund the maintenance cost of
these vessels. The following table illustrates the cash paid
for the acquisition and construction of vessels and the cash
paid for drydocking of our vessels, for the years ended
December 31, 2004, 2005 and 2006.

Year Ended December 31,

2004 2005 2006

{in thousands of U.5. dollars)
Payments for net vessel acquisitions 28,998 8,175 21,995
Payments for vessel construction — 11,228 35.3%%
Payments for drydocking 321 154 10,637

Payments for vessel acquisitions will increase in the coming
years due to our existing commitments on our newbuilding
contracts for 22 bunkering tankers and two specialty tank-
ers. Ten of the 22 bunkering tankers have a total construc-
tion cost of $8.4 million each, seven have a total construction
cost of $11.6 million each and the remaining five have a total
construction cost of $11.0 million each. These costs include
newbuilding contracts with the shipyards as well as super-
vision contracts. Each of the two specialty tankers has an
estimated total construction cost of Euro 8.3 million, which
includes a newbuilding contract with the shipyard as well as
a supervision contract. The construction costs of both the
bunkering tankers and the specialty tankers are payable in
milestones over the duration of the construction of these
vessels. The payment schedules for these newbuilding con-
tracts are presented below. The payment schedules for the
specialty tankers have been calculated assuming a $/Euro
exchange rate of 1.3170, the rate prevailing on December
31, 2006.

Bunkering  Specialty
Tankers Tankers Total
{in thousands of .S, doilars)
2007 61,628 15,708 77,336
2008 76,878 — 76,878
2009 41 820 — 41,820
Total 180,326 15,708 194,034

Furthermore, payments for vessel acquisitions are expected
to increase if we exercise our options to purchase nine
bunkering tankers and four specialty tankers. Currently, we
intend to purchase only secondhand double hult bunkering
tankers, which are generally more costly than secondhand
single hull bunkering tankers. Payments for drydocking are

also expected to increase, mainly due to the increased num-
ber of vessels in our fleet.

It is our intention to fund the remaining capital commit-
ments on our newbuilding contracts using cash on hand and
existing long-term bank debt and using cash flow from oper-
ations. Furthermore, we intend to use cash flow from oper-
ations as well as new long-term debt to fund the purchase
of vessels under newbuilding contracts if we exercise our
options to purchase nine bunkering tankers and four spe-
cialty tankers. We intend to fund aur growth strategy, which
may include further acquisitions of additional vessels or
investments in other energy-related projects using either
cash on hand and cash flow from operations or new long-
term bank debt.

We anticipate that assuming market conditions are consis-
tent with our historical experience, cash on hand, internally
generated cash flow and borrowings under our credit facili-
ties will be sufficient to fund our business, including our
working capital requirermnents. While we do not currently
intend to do so, in the future we may consider raising funds
through additional equity or debt offerings, depending on
our future business plans.

OCur beliefs, intentions, plans and expectations concerning
liquidity and our ability to obtain financing are based on cur-
rently available information, To the extent this information
proves to be inaccurate, or if circumstances change, future
availability of trade credit or other sources of financing may
be reduced and our liquidity would be adversely affected.
Factors that may affect the availability of trade credit, or
other financing, include our performance, the state of werld-
wide credit markets, and our levels of outstanding debt. In
addition, we may decide to raise additional funds to respond
to competitive pressures or changes in market conditions, to
fund future growth, or to acquire vessels. We cannot guaran-
tee that financing will be available when needed or desired,
or on terms favorable to us.

Cash Flow

Net Cash Provided by Operating Activities

Net cash provided by operating activities increased by $15.6
million to $17.1 million for the year ended December 31,
2006 compared to $1.5 million for 2005. This increase was
primarily attributable to our net income for the year as
changes in working capital were not substantial. Working
capital excluding cash and debt increased by $2.9 million, to
a surplus of $33.4 million as of December 31, 2006 compared
to a surplus of $30.5 million as of December 31, 2005. The
change in trade receivables was minimal as increased sales
of marine petroleum products were offset by a decrease in
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Managernent’s Discussion and Analysis of Financial Condition and Results of Operations (continucd)

the average outstanding days of trade receivables. The
growth in trade payables provided cash to operations and
resulted from increased purchases during the year. On the
other hand, cash from operations was utilized to increase our
inventeries in Gibraltar.

Net cash provided by operating activities decreased by
$15.8 million to $1.5 million for the year ended December
31, 2005 compared to $17.3 million for the same period in
2004. This decrease was primarily attributable to net cash
outflows relating to the increase of our working capital
excluding cash and debt, which increased by $21.7 miltion,
to a surplus of $30.5 million as of December 31, 2005 com-
pared to a surplus of $8.8 million as of December 31, 2004.
The increase of our working capital excluding cash and debt
was mainly due to increased volumes of business and higher
oil prices resulting in higher trade receivables. The increase
was also due to the decrease in the average outstanding
days of our trade payables.

Net Cash Used in Investing Activities

Net cash used in investing activities was $55.2 million for the
year ended December 31, 2006. During the year ended
December 31, 2006, we paid $35.4 million as milestone pay-
ments under our newbuilding and engineering contracts.
We paid $34.9 million to acquire the tankers, Aegean X|,
Omega Af Donso, Trapper and Aegean Force and we
received $12.9 million upon the sale of the Omega Af Donso
and the Trapper to companies owned and controlled by
members of Mr. Melisanidis’ family and related to Aegean
Shipping Management S.A.

Net cash used in investing activities was $35.0 million for
the year ended December 31, 2005. During the year ended
December 31, 2005, we paid $11.2 million as partial advance
payments under our newbuilding contracts with Fujian and
a Romanian shipyard for ten double hull tankers and two
specialty tankers. We paid $6.7 million to acquire the bun-
kering tanker, Aegean Pride |, from Bonaire Shipholding
Co., a vessel-owning company owned and controlled by
members of Mr. Melisanidis’ family and related to Aegean
Shipping Management; and we purchased other fixed assets
of $1.1 millian, including $0.8 million for the acquisition of
our marketing office in the United States. Furthermore, dur-
ing the year ended December 31, 2005, we placed a portion
of our loan proceeds in an interest-bearing cash collateral
account which we used as security for standby letters of
credit issued by the same bank to the above-mentioned
Romanian shipyard.

Net cash used in investing activities was $29.4 million in
2004, mainly consisting of the acquisition costs of our five
bunkering tankers.

Net Cash Provided by Financing Activities

Net cash provided by financing activities was $112.9 million
for the year ended December 31, 2006. Regarding sources
of financing, during the year ended December 31, 2006, we
obtained new long-term bank loans of $41.7 million and we
received net proceeds of $185.2 million from our initial pub-
lic offering. Furthermore, during the year ended December
31, 2006, we made principal repayments of $42.9 million on
our long-term bank loans and we repaid a net amount of
$66.6 million under our short-term credit facilities. Finally,
during the year ended December 31, 2006, we declared and
paid dividends of $4.0 million to our shareholders.

Net cash provided by financing activities was $37.8 million
for the year ended December 31, 2005. During the year
ended December 31, 2005, we obtained new long-term
bank loans of $15.5 million and we made principal repay-
ments of $3.6 million on our existing long-term bank loans.
Furthermore, during the year ended December 31, 2005,
we obtained a short-term loan facility from Leveret
International, Inc. totaling $23.6 million, and we borrowed
$39.0 million under short-term bank facilities, of which a
short-term loan of $35.0 million was used to finance the
repurchase of 8% of our common stock. Finally, during the
year ended December 31, 2005, we decfared and paid divi-
dends of $1.5 million to our shareholders.

Net cash provided by financing activities was $13.4 million in
2004. In 2004, we obtained long-term bank loans of $19.7
million in order to partially finance the acquisition costs of
our five bunkering tankers and we financed the remaining
portion of the acquisition costs by a capital contribution of
cash from our shareholders, of $9.3 million. Furthermaore,
in 2004, we repaid $2.6 million of the current portions of
long-term debt. In addition, in 2004, we experienced a net
decrease in short-term borrowings of $4.3 million, which
mainly related to the repayment of the short-term interest-free
line of credit granted to us in 2003 by the United States Navy
for working capital purposes. Finally, in 2004, we declared
and paid dividends of $8.4 million to our shareholders.

Off-Balance Sheet Arrangements
We do not have any off-balance sheet arrangements.
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Tabular Disclosure of Contractual Obligations

Contractual Obligations and Commercial Commitments

The following table sets forth our contractual obligations and commercial commitments as of December 31, 2006:

Within One to Threeto  More than
One Year Three Years Five Years  Five Years  Total
{in milions of U.S. dollars)

Long-term bank debt (excluding interest) 0.8 4.3 4.4 23.8 335
Minimum purchase commitments 37.5 751 75.1 122.0 309.7
Newbuilding contracts—bunkering tankers 61.6 118.7 — — 180.3
Newbuilding contracts—specialty tankers 15.7 — — — 15.7
Total 115.6 198.1 79.7 145.8 539.2

Critical Accounting Policies

The discussion and analysis of our financial condition and
results of operations is based upon our combined and con-
solidated financial statements, which have been prepared in
accordance with U.5. GAAP. The preparation of such finan-
cial statements requires us to make estimates and judgments
that affect the reported amounts of assets and liabilities,
revenues and expenses and related disclosure of contingent
assets and liabilities at the date of our financial statements.
Actual results may differ from these estimates under differ-
ent assumptions and conditions.

Critical accounting policies are those that reflect significant
judgments of uncertainties and potentially result in materi-
ally different results under different assumptions and con-
ditions. We have described below what we believe to be
our most critical accounting policies, because they generally
involve a comparatively higher degree of judgment in their
application. For a description of all our significant account-
ing policies, see Note 2 to our combined and consolidated
financial statements included herein,

Trade Receivables and Allowance for Doubtful Accounts
We extend credit on an unsecured basis to many of our cus-
tomers. There is uncertainty over the level of uncollectibility
of customer accounts. Our management is responsible for
approving credit limits above certain amounts, setting and
maintaining credit standards, and managing the overall qual-
ity of our credit portfolio. We perform ongoing credit evalu-
ations of our customers and adjust credit limits based upon
payment history and the customer’s current credit worthi-
ness. We extend credit on an unsecured basis to many of our
customers. Accounts receivable are deemed past due based
on contractual terms agreed with our customers.

We continucusly monitor collections and payments from our
customers and maintain a provision for estimated credit
losses based upon our historical experience with our cus-
tomers, current market and industry conditions of our cus-
tomers, and any specific customer collection issues that we
have identified. Accounts and notes receivable are reduced
by an allowance for amounts that may become uncollectible
in the future. At the end of each reporting period, we calcu-
late an allowance for doubtful accounts based on an aging
schedule where we apply set percentages to categories of
overdue trade receivables (i.e., 30 to 40 days, 60 to 90 days,
etc.). These set percentages are based on historical expe-
rience and currently available management information on
customer accounts. Furthermore, we provide appropriate
allowances for any specific customer collection issue we
identify which allowance is calculated on a case-by-base
basis. Trade receivables are written off when it becomes
apparent based upon age or customer circumstances that
such amounts will not be collected.

We believe the level of our allowance for doubtful accounts
is reasonable based on our experience and our analysis of
the net realizable value of our trade receivables during each
reporting period. The estimates driving the calculation of
our allowance for doubtfu! accounts have not changed in
the past periods and we do not expect these estimates to
change in the foreseeable future because they have resulted
and we believe that they will continue to result in accurate
calculations of our allowance for doubtful accounts. We can-
not guarantee that we will continue to experience the same
credit loss rates that we have experienced in the past, since
adverse changes in the marine industry or changes in the
liquidity or financial position of our customers could have a
material adverse effect on the collectability of our trade
receivables and our future operating results. If credit losses
exceed established altowances, our results of operations and
financial condition may be adversely affected.
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Management’s Discussion and Ana]ysis of Financial Condition and Results of Operations (continmued

Depreciation

We record the value of our vessels at their cost (which
includes acquisition costs directly attributable to the vessel
and expenditures made to prepare the vessel for its initial
voyage) less accumulated depreciation. We depreciate our
vessels on a straight-line basis over their estimated useful
lives. Depreciation is based on cost less the estimated resid-
val scrap vaiue,

We estimate the useful lives for our bunkering tankers to be
30 years from date of initial delivery from the shipyard, and
for our Aframax tanker, to be 25 years from date of initial
delivery from the shipyard. Furthermore, we estimate the
useful life of our floating storage facilities to be 30 years
from the date of acquisition. We estimate the residual scrap
values of our vessels to be $175 per light-weight ton. We
form these estimates based on our experience and the pre-
vailing practices of other companies in the bunkering and
shipping industries.

An increase in the estimated useful life of a tanker or in its
estimated residual value would have the effect of decreasing
the annual depreciation charge and extending it into later
periods. A decrease in the estimated useful life of a tanker
or in its estimated residual value would have the effect
of increasing the annual depreciation charge. A 20%
decrease in the remaining estimated useful lives of our ves-
sels would increase our depreciation charge for the year
ended December 31, 2006 by $1.1 million.

Estimates may need to be changed if new regulations place
limitations over the ability of a vessel to trade on a world-
wide basis. This would cause us to adjust the vessel’s usefu
life to end at the date such regulations become effective.

Our estimates of the useful lives of our vessels and of the
residual scrap values of our vessels have not changed in the
past periods. We do not expect these estimates to change
in the foreseeable future because we believe they will con-
tinue to accurately represent the useful fives of tanker ves-
sels and the long-term scrap values of steel.

Impairment of Long-lived Assets

We evaluate the carrying amounts of our long-lived assets to
determine if events have occurred which would require mod-
ification to their carrying values. In evaluating useful lives
and carrying values of long-lived assets, we review certain
indicators of potential impairment, such as vessel sale and
purchase prices in the marketplace, business plans and over-
all market conditions. If an indicator of impairment exists,
we determine undiscounted projected net operating cash
flow for each vessel or group of vessels and compare it to
the relevant carrying value. In the event that undiscounted
projected net operating cash flows were less than carrying
value, we would estimate the fair value of the related asset
and record a charge to operations calculated by comparing
the asset's carrying value to the estimated fair value. When
performing impairment assessments, management would
generally consider vessel vaiuation reports obtained from
third party valuation specialists.

Deferred Drydock Cost

Our vessels are generally required to be drydocked approx-
imately every 30 to 60 months for major repairs and main-
tenance that cannot be performed while the vessels are
operating. We capitalize the costs associated with drydock-
ings as they occur and amortize these costs on a straight-line
basis over the period between drydockings. Costs capital-
ized as part of the drydocking include actual costs incurred
at the drydock yard; cost of fuel consumed between the
vessel's last discharge port prior to the drydocking and the
time the vessel leaves the drydock yard; cost of hiring riding
crews to effect repairs on a vessel and parts used in making
such repairs that are reasonably made in anticipation of
reducing the duration or cost of the drydocking; cost of
travel, lodging and subsistence of our personnel sent to the
drydocking site to supervise; and the cost of hiring a third
party to oversee a drydocking. We believe that these types
of capitalized costs are consistent with practice among other
companies in our industry that apply this method of account-
ing and that our policy of capitalization reflects the econom-
ics and market values of the vessels.
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Although many companies in our industry apply this method of accounting for deferred drydock costs, some companies
apply other methods of accounting, such as expensing drydock costs as incurred. If we were to adopt that method of account-
ing as our accounting policy, our drydock costs would have been as disclosed under the heading "As Incurred” in the table

below, for the periods presented therein.

Average Number of Tankers Drydock Costs

Year Ended December 31 Bunkering  Non-bunkering  As Reported  As Incurred

{in thousands of U.S. dollars)
2004 4.8 1.0 386 32
2005 g0 1.0 636 154
2006 111 1.3 1,684 10,637
The table above discloses the average number of tankers Safe Harbor

that we have owned in each of the periods presented and
the drydock costs that we have reported. In the future,
depending on the date a newly-purchased secondhand
vessel is drydocked prior to its delivery to us, we may pay
drydocking costs and incur subsequent amortization expense
of these costs sooner after delivery than if the vessel had
been owned by us throughout its life. This would increase
our average drydocking expenses in periods immediately
following the acquisition.

Following acquisition of vessels under newbuilding con-
tracts, we would expect to first pay drydocking costs and
incur subsequent amortization expense of these costs approx-
imately 30 months after the delivery of the vessel from
the shipyard. This would decrease our average drydocking
expenses in periods immediately following the acquisition
since we would have no such costs to amortize in respect of
these vessels until they were first drydocked.

Forward-looking information discussed in the section of this
annual report entitled "Management’s Discussion and
Analysis of Financial Condition and Results of Operations”
includes assumptions, expectations, projections, intentions
and beliefs about future events. These statements are
intended as “forward-looking statements.” We caution that
assumptions, expectations, projections, intentions and
beliefs about future events may and often do vary from
actual results and the differences can be material. Please see
*Cautionary Statement Regarding Forward-Looking State-
ments” in this report.
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Quantitative and Qualitative Disclosures about Market Risk

Price Risk

Our price risk has been minimal because we have generally
purchased inventory for which we have already had a bind-
ing sales contract in place. We generally do not fix future
prices for delivery of fuel in excess of one week and our sup-
pliers generally use average PLATTS pricing in their caleula-
tion of cost prices to us. Accordingly, our exposure to price
risk has covered a period of only a few days. During 2006,
we have leased a shoreside storage facility in Gibraltar and
we currently import and store cargos of marine fuel prior to
resale to customers. Accordingly, Gibraltar was the only
location where we purchased fuel before entering into a
binding sales contract with a customer. We believe that our
exposure to price risk in Gibraltar covers a period of one to
two weeks. In view of our minimal price risk, we have not
entered into derivative contracts, swaps or futures to miti-
gate the risk of market price fluctuations in marine fuel. Our
policy is to not use fuel related derivative financial instru-
ments for speculative purposes.

In the future, we may enter into long-term fixed price sales
commitments, which fix the prices of future fuel sales. Fur-
thermore, we may use cargo storage in our other service
centers, or we might import larger cargos of fuel for storage,
which would increase our ail price risk. Furthermore, in the
future, we might execute cargo trading transactions to arbi-
trage the price of marine fuel, which method would increase
our oil price risk. Finally, we may enter into derivative con-
tracts in the forms of swaps or futures in order to mitigate
the risk of market price fluctuations in marine fuel.

Interest Rate Risk

Historically, we have been subject to market risks relating to
changes in interest rates because we have had considerable
amounts of floating rate long-term debt and short-term bor-
rowings outstanding. During the year ended December 31,
2006, we paid interest on this debt based on LIBOR plus an
average spread of 1.34% on our bank loans. A ane percent
increase in LIBOR would have increased our interest expense
for the year ended December 31, 2006 from $4.3 million to
$5.4 million. We have considerable exposure to interest rate
changes because we expect to have long-term bank debt
outstanding in order to partially finance the construction of
our bunkering and speciaity tankers as well as short-term
borrowings outstanding in the form of a line of credit under
our new senior secured credit facility for working capital
purposes which will be used to cover any periodic working
capital requirements. We expect to repay these borrowings
on a periodic basis using cash flows from operations.

At any time and from time to time, we may enter into deriv-
ative contracts, including interest rate swaps, to hedge a
portion of our exposure to variability in our floating rate
long-term debt.

Exchange Rate Risk

We have conducted the vast majority of our business trans-
actions in U.S. doltars. We have purchased marine petroleumn
products in the international oil and gas markets and our
vessels have operated in international shipping markets;
both these international markets transact business primarily
in WS, dollars. Accordingly, our total revenues have been
fully denominated in U.S. dellars and our cost of marine
petroleum products, which, for the year ended December
31, 2006, comprised approximately 94% of our total oper-
ating expenses have been denominated in U.S. dollars. Our
balance sheet is mainly comprised of dollar-denominated
assets including trade receivables, inventories and the cost
of vessels, and liabilities including trade payables, short-term
borrowings and long-term loans. Our foreign exchange
losses in recent periods have mainly arisen from the transla-
tion of assets and liabilities of our service centers that are
denominated in local currency. Accordingly, the impact of
foreign exchange fluctuations on our combined and consoli-
dated statements of operations has been minimal.

In 2005, we signed two newbuilding contracts for the con-
struction of two specialty tankers. These contracts are
denominated in Eurcs. Apart from these Euro-denominated
contracts, we do not expect the impact of foreign exchange
fluctuations on our combined and consolidated statements
of operations to materially differ from recent periods. Should
we enter certain markets where payments and receipts are
denominated in local currency or should either the inter-
national oil and gas markets or the international shipping
markets change their base currency from the U.S. dolfar to
another international currency such as the Euro, the impact
on our dollar-dencminated combined and consclidated
statements of operations may be significant.

Due to the minimal historic impact of foreign exchange fluc-
tuations on ws, it is our policy to not enter into hedging
arrangements in respect of our foreign currency exposures.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
AEGEAN MARINE PETROLEUM NETWORK INC.

Woe have audited the accompanying consolidated balance
sheets of AEGEAN MARINE PETROLEUM NETWORK INC.
and subsidiaries {the "Company"}, as of December 31, 2005
and 2006 and the related combined and consolidated state-
ments of operations, stockholders’ equity and cash flows for
each of the three years in the period ended December 31,
2006. These financial statements are the responsibility of the
Company’s management. Qur responsibility is to express an
opinion on the financial statements based on our audits.

We conducted our audits in accordance with the standards
of the Public Company Accounting Oversight Board {United
States). Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the
financia! statements are free of material misstatement. The
Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial report-
ing. Our audits included consideration of internal control
over financial reporting as a basis for designing audit proce-
dures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness
of the Company’s internal control over financial reporting.

Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assess-
ing the accounting principles used and significant estimates
made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide
a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all
material respects, the financial position of AEGEAN MARINE
PETROLEUM NETWORK INC. and subsidiaries at Decem-
ber 31, 2005 and 2006 and the results of their operations
and their cash flows for each of the three years in the period
ended December 31, 2006, in conformity with accounting
principles generally accepted in the United States of America.

/s/ Deloitte

Deloitte Hadjipaviou Sofianos & Cambanis 5.A.
Athens, Greece

April 16, 2007

2006 Annual Report

29




Consolidated Balance Sheets
Asof Deceniber 31, 2005 and 2006
(Expressed int thousands of U.S. dollars—except for share and per share data)

December 31,

2005 2006
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 7,602 $ 82425
Trade receivables, net of allowance for doubtful accounts of $694 and $1,106,
as of December 31, 2005 and 2006, respectively 66,230 66,803
Due from related companies (Note 3) 6,815 4569
Inventories {Note 4) 6,384 30,634
Prepayments and other current assets (Note @) 825 2,661
Restricted cash {Note 2) 750 750
Total current assets 88,606 183,742
FIXED ASSETS:
Advances for vessels under construction and acquisitions {(Note 5) 12,803 46,779
Vessels, cost {Notes 4, 11 and 18) 47,528 70,943
Vessels, accumulated depreciation {Notes &, 1t and 18) (5,514) (9,662}
Vessels' net book value 42,014 61,281
Other fixed assets, net (Notes 7 and 18) 1,215 1,206
Total fixed assets 56,032 109,266
OTHER NON-CURRENT ASSETS:
Restricted cash (Notes 2 and 11) 14,620 12,336
Deferred charges, net (Note 8) 1,217 10,519
Other non-current assets 884 14
Total assets $161,359 $315,877
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Short-term borrowings (Note 10) $ 42,993 —
Short-term borrowings—related company (Notes 3 and 10) 23,595 —
Current portion of long-term debt (Note 11) 3,987 833
Trade payables to third parties 35,802 42,872
Trade payables to related companies (Note 3} 13,376 19,203
Other payables to related companies 107 125
Accrued and other current liabilities (Note 11) 1,203 4,986
Total current liabilities 121,063 68,019
LONG-TERM DEBT, net of current portion (Note 11) 30,661 32,663
OTHER NON-CURRENT LIABILITIES 108 196
COMMITMENTS AND CONTINGENCIES (Note 12) _ —
STOCKHOLDERS' EQUITY:
Preferred stock, $0.01 par value; 25,000,000 shares authorized, none issued — -
Common stock, $0.01 par value; 100,000,000 shares authorized at December 31, 2005 and 2006;
28,035,000 and 42,410,000 shares, issued and outstanding at December 31, 2005 and 2006,
respectively (Note 17) 280 424
Additional paid-in capital (Note 17) —_ 185,103
Retained earnings 9,247 29,472
Total stockholders' equity 9,527 214,999
Total liabilities and stockholders’ equity $161,359 $315,877

The accompanying notes are an integral part of these combined and consolidated financial statements.
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Combined and Consolidated Statements of Operations
For the Years Ended December 31, 2004, 2005 and 2006
(Expressed in thousands of U.S. dollars—except for share and per share data)

For the Year Ended December 31,

2004 2005 2006

REVENUES:
Sales of marine petroleum products—third parties (Note 20) $239,791 $497,443 $775,816
Sales of marine petroleum products—related companies (Notes 3 and 20) 7,645 8,162 14,841
Voyage revenues 14,683 10,450 11,639
Other revenues 593 1,275 1,516
Total revenues 263,012 517,330 803,812
QOPERATING EXPENSES:
Cost of marine petroteum products sold—third parties 165,991 360,223 573,615
Cost of marine petroleum products sold—related companies (Note 3} 56,448 104,578 155,022
Salaries, wages and related costs 5,052 8,958 12,871
Vessel hire charges {Note 3) 2,436 518 —
Depreciation {Notes 6 and 7) 1,546 2,226 4,240
Amortization of drydocking costs (Note 8) 386 636 1,684
Management fees {Note 3} 183 182 223
Other operating expenses (Note 13) 12,348 16,629 25,697
Total operating expenses 244,390 493,950 773,352
Operating income 18,622 23,380 30,460
OTHER INCOME/{EXPENSE):
Write-off of deferred IPQ costs (Note 15) — — (1,588}
Interest and finance costs (Notes 10, 11 and 14) (944) {2,347} (5,207
Interest income 13 70 976
Foreign exchange gains {losses), net {68} 3%6 (414)

(999) (1,881) {6,233)
tncome before income taxes 17,623 21,499 24,227
income taxes (Note 19} 6) (24) (2)
Net income $ 17,617 $ 21,475 $ 24,225
Basic earnings per common share $ 058 $ 072 $ 084
Diluted earnings per common share $ 058 $ 072 $ 084
Weighted average number of shares, basic 30,472,827 29,878,398 28,954,521
Weighted average number of shares, diluted 30,472,827 29,878,398 28,954,622

The accompanying notes are an integral part of these combined and consolidated financial statements,
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Combined and Consolidated Statements of Stockholders’ Equity
For the Years Ended December 31. 2004, 2005 and 2006
(Expressed in thousands of U.S. dollars—except for share and per share data)

Common Stock

Number Par Additional Retained
of Shares  Value Paid-in Capital  Earnings Total
BALANCE, December 31, 2003 30,472,827 $305 $ 4756 $ 529 % 559
Net income — — — 17,617 17,617
Contribution to additional paid-in capital — — 9.698 — 9,698
Dividends declared and paid ($0.28 per share) — -— — (8.444) (8,444)
BALANCE, December 31, 2004 30,472,827 $305 $ 14,454 $ 9702 3 24441
Net income — — -— 21,475 21,475
Contribution to additional paid-in capital — — 100 — 100
Dividends declared and paid ($0.05 per share) — — — (1,509) (1,509
Repurchase and cancellation of shares {(Note 17) (2,437,827) (25} (14,554) (20,421) (35,000)
BALANCE, December 31, 2005 28,035,000 $280 — $ 9247 $ 9,527
Net income — — - 24,225 24,225
Dividends declared and paid {$0.14 per share) — — —_ {4,000) {4,000)
lssuance of common stock (par value $0.01, at $14.00) 14,375,000 144 185,065 — 185,209
Restricted stock amortization (Note 16) — — 38 — 38
BALANCE, December 31, 2006 42,410,000 $424 $185,103 $29472 $214,999

The accompanying notes are an integral part of these combined and consolidated financial statements.
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Combined and Consolidated Statements of Cash Flows
Forthe Years Ended December 31, 2004, 2005 and 2006
{(Expressed in thousands of U.S. doliars)

For the Year Ended
December 31,

2004 2005 2006
Cash flows from operating activities:
Net income $17,617 $21,475 % 24,225
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 1,546 2,226 4,240
Provision for doubtful accounts (100) 129 412
Restricted stock amortization — — 38
Amortization of deferred charges 519 654 1,855
Other non-cash charges 406 14 88
(Increase) decrease in:
Trade receivables (6,686) (42,088) (985)
Due from related companies {1,351) 409 6,346
fnsurance claims {200) <00 —
Inventories {353) {4,509) (24,250}
Prepayments and other current assets {380 185 {1,836)
Increase (decrease) in:
Trade payables 7,374 22,166 12,897
Cther payables to related companies 5 56 18
Accrued and other current liabilities (33) 882 3,783
Decrease {increase} in other non-current assets (10} (870) 870
Payments for drydocking {321) (154) {10,637}
Net cash provided by operating activities 17,333 1,475 17.064
Cash flows from investing activities:
Advances for vessels under construction — (11,228) (35,396)
Advances for acquired vessels (not yet delivered) — (1,420) —
Vessel acquisitions (28,998} {6,755) (34,895)
Sale of vessels to related companies {Note 3) — —_ 12,900
Purchase of other fixed assets — (1,072) (83)
Decrease (increase) in restricted cash (362) (14,498) 2,284
Net cash used in investing activities (29.360) (34,973) {55,190}
Cash flows from financing activities:
Proceeds from long-term debt 19,700 15,539 41,714
Repayment of long-term debt (2,627) {(3,587) {42,866)
Net change in short-term borrowings (4,280) 39,000 (42,993)
Net change in short-term related company borrowings — 23,595 {23,595)
Financing costs paid (212) (218) {520}
1PO proceeds, net of issuance costs — _— 185,209
Cash contributions to additional paid-in capital 9,298 - —
Share repurchase (Note 17) —_ {35,000 —_
Dividends paid ’ (8,444) (1,509) (4,000
Net cash provided by financing activities 13,435 37,820 112,949
Net increase in cash and cash equivalents 1,408 4,322 74,823
Cash and cash equivalents at beginning of year 1.872 3,280 7,602
Cash and cash equivalents at end of year $ 3,280 § 7,602 % 82425
SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for interest (excluding capitalized interest): $ 575 $ 1,636 % 5777
Cash paid during the year for income taxes: L3 6 % B8 5 18
Restricted stock granted to employees (Note 16): — — & 1,688
Non-cash financing activities with related parties (Note 17}: $ 400 % 100 —

The accompanying notes are an integral part of these combined and consolidated financial statements.
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Notes to Combined and Consolidated Financial Statements

(Expressed in thousands of U.S. dollars—except share and per share data, unless otherwise stated)

1. Basis of Presentation and General Information

The accompanying combined and consclidated financial
statements include the accounts of Aegean Marine Petroleum
Network Inc. (hereinafter referred to as “Aegean”) and its
subsidiaries (Aegean and its subsidiaries are hereinafter col-
lectively referred to as the “Company”). The Company is an
independent physical supplier and marketer of refined
marine fuel and lubricants to ships in port and at sea.

Aegean was formed on June 6, 2005, under the laws of
the Republic of the Marshall Islands, for the purpose of
acquiring all outstanding common shares of companies
owned, directly and indirectly, by Leveret International Inc.
("Leveret”), which is a personal holding company owned and
controlled by Aegean’s founder, majority shareholder, and
Head of Corporate Development, Mr. Dimitris Melisanidis.
The transaction described above constitutes a reorganiza-
tion of companies under common control, and has been
accounted for in @ manner similar to a poaling of interests.
Accordingly, the combined and consolidated financial state-
ments of the Company have been presented giving retro-
active effect to the transaction described above, using
combined and consolidated historical carrying costs of the
assets and liabilities.

On July 19, 2006, a privately negotiated transaction was
concluded whereby Leveret sold 20% of its holdings in
Aegean’s common stock to AMPNInvest LLC, which is a
company co-controlled by Aegean’s Chairman of the Board,
Mr. Peter C. Georgiopoulos. In December 2006, Aegean

completed its initial public offering of 14,375,000 common
shares on the New York Stock Exchange (“2006 IPO"} under
the United States Securities Act of 1933, as amended.

The material subsidiaries of the Company are:

(a) Aegean Marine Petroleum S.A. ("AMP"), incorporated in
the Republic of Liberia on January 4, 1995, is engaged
in the commercial purchase and sale of marine petro-
leum products and is the principal operating entity of
the Company.

{b) Aegean Marine Petroleum LLC (the “UAE Service Center”),
Aegean Bunkering Gibraltar Ltd. (the “Gibraltar Service
Center”), Aegean Bunkering Jamaica Ltd. (the “Jamaica
Service Center”) and Aegean Bunkering (Singapore) Pte.
Ltd. (the “Singapore Service Center”) were incorporated
in the United Arab Emirates on July 26, 2000; in Gibraltar
on August 7, 1997; in Jamaica on November 25, 2004;
and in Singapore on June 7, 2005, respectively. These
companies monitar and support the logistical aspects of
each order in their respective geographical locations.

{c} Aegean Bunkering Services Inc. {the “Manager”) was
incorporated in the Marshall Islands on July 11, 2003 and,
effective January 1, 2004, provides all the bunkering
tanker-owning companies listed below with a wide range
of shipping services such as technical support and main-
tenance, insurance arrangement and handling, financial
administration and accounting services,

{d)Vessel-owning companies with operating vessels:

Vessel Details

Date of Vessel Year Size Date

Company Name Incorporation Name Built  {dwy) Acquired

Carmel Investment Corp. {"Carmel”) 12/02/2002  Aegean Rose 1988 4,935  01/21/2003
Evian Enterprises Co. (“Evian”} 12/Q02/2002  Aegean Daisy 1988 4,935  01/21/2003
Clyde Shipping Corp. {"Clyde") 05/10/2004 Aegean Tulip 1993 4,853 05/20/2004
Tiffany Marine S.A. {*Tiffany*) 05/10/2004 Aegean Tiffany 2004 2,747 Q7/07/2004
Aegean Breeze Shipping Pte. Ltd. ("Breeze"”) 04/02/2004  Aegean Breeze | 2004 2,747  07/07/2004
Aegean X Maritime Inc. ("Aegean X"} 08/31/2004  Aegean X 1982 6,400 08/31/2004
Pontos Navigation Inc. [*Pontos”) 09/09/2002 Aegean Flower 2001 6,523  01/05/2004
Aegean Vil Shipping Ltd. ("Aegean VII*) 01/20/1998  Aegean VIl 1984 3,892 02/04/1998
Venus Holding Company (“Venus"} 10/13/1999 Aegean IX 1976 7,216 06/14/2001
Carnaby Navigation Inc. (“Carnaby”) 12/14/2005  Aegean Pride | 1982 11,538 12/20/2005
Baltic Navigation Company (“Baltic") 09/19/2005  Aegean Force 1980 6,679  07/25/2006
Mare Vision S.A. {“Mare") 11/01/2005 Aegean Xl 1984 11,050 05/03/2006
Aegean Tanking S.A. {“Tanking”) 0771272006 Fos 1981 47,980 09/05/2006
Baldwin Management Co. (“Baldwin”) 09/25/2002 Aegean Hellas 1982 91,602 11/15/2002
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{e) Vessel-owning companies with vessels under construction:

Company Name

Vessel Details

Date of Hull Size
Incorporation Number (dwt)

Milos Maritime Inc, (*Milos")
Serifos Maritime Inc. ("Serifos"}
Kithnos Maritime Inc. {(*Kithnos™)
Amorgos Maritime Inc. (*Amorgos”)
Kimolos Maritime Inc. {"Kimolos”)
Syros Maritime Inc. (“Syros™)
Mykonos Maritime Inc. (“Mykonos®)
Santorini Maritime Inc. (*Santorini”}
Paros Maritime Inc. {"Paros")

Naxos Maritime Inc. (“Naxos”)
Ocean Dynamic Corp. ("Ocean”)
Sea Global $.A. (“Sea Global”)

01/28/2005 DN-3500-t1 3,800
01/28/2005 DN-3500-2 3,800
01/28/2005 DN-3500-3 3,800
01/28/2005 DN-3500-4 3,800
01/28/2005 DN-3500-5 3,800
01/28/2005 DN-3500-6 3,800
01/28/2005 DN-3500-7 3,800
01/28/2005 DN-3500-8 3,800
01/28/2005 DN-3500-¢ 3,800
01/28/2005 DN-3500-10 3,800
05/27/2005 N 2230007 2,400
05/27/2005 N 2220000 2,400

Kerkyra Marine 5.A. ("Kerkyra®) 09/26/2006 QHS 207 5,500
Ithaki Marine S.A. (“Ithaki”) 09/26/2006 QHS 208 5,500
Cephallonia Marine S.A. (“Cephallonia”) 09/26/2006 QHS 209 5,500
Paxoi Marine S.A. ("Paxci”} 09/26/2006 QHS 210 5,500
Zakynthos Marine S.A. ("Zakynthos”) 09/27/2006 QHS 215 5,500
Lefkas Marine S.A. {“Lefkas") 09/26/2006 QHS 216 5,500
Kythira Marine S.A. (“Kythira”) 09/26/2006 QHS 217 5,500
Eton Marine Ltd. ("Eton”) 12/21/2005 QHS 220 5,500
Tasman Seaways Inc. ("Tasman") 12/21/2005 QHS 221 5,500
Benmore Services S.A, (“Benmore”} 12/21/2005 QHS 222 5,500
Ingram Enterprises Co. {"Ingram”) 01/10/2006 QHSs 223 5,500
Santon Limited {*Santon”) 01/10/20046 QHS 224 5,500
(f) Other companies with material assets and/or liabilities:

Company Name Date of Incorporation  Country of Incorporation Activity

Aegean Investments S.A. ("Aegean Investments”) 11/05/2003 Marshall Islands Holding company
Aegean Gil (USA}, LLC ("Aegean USA") 04/07/2005 United States Marketing office

As of December 31, 2005 and 2006, Aegean’s ownership
interest in all the above subsidiaries, except for the UAE
Service Center, amounted to 100%. As required by the
laws of the United Arab Emirates ("UAE"), Aegean Marine
Petroleum LLC is 51% owned by a UAE citizen (the
“Sponsor”). On July 26, 2000, an agreement was signed
with the Sponsor to automatically transfer all profits and
losses, assets and liabilities to the Company in exchange
for an annual fixed cash consideration. The payments of
annual fixed cash consideration have been recognized on
an accrual basis and are included in other operating
expenses in the accompanying combined and consoli-
dated statements of operations. The agreement also pre-
vents an unauthorized ownership transfer and effectively
grants majority control of the UAE Service Center to the
Company. Accordingly, the financial position and opera-
tions of the UAE Service Center have been fully included
in the accompanying combined and consclidated finan-
cial statements.

During the years ended December 31, 2005 and 2006,
no one customer individually accounted for more than
10% of the Company’s total revenues. During the year
ended December 31, 2004, ane customer individually
accounted for more than 10% of the Company’'s total rev-
enues, as follows:

Year Ended
December 31,
Customer 2004 2005 2006
A 24% — —

2. Significant Accounting Policies

Principles of Combination and Consolidation. The accom-
panying combined and consolidated financial statements
have been prepared in accordance with U.5. generally
accepted accounting principles and include for each of the
three years in the period ended December 31, 2006, the
accounts and operating results of the Company. Intercom-
pany balances and transactions have been eliminated in
combination and consolidation.
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Notes to Combined and Consolidated Financial Statements ontinues;

{Expressed in thousands of U.S. dollars—except share and per share data, unless otherwise stated)

Use of Estimates. The preparation of combined and consoli-
dated financial statements in conformity with U.S. generally
accepted accounting principles requires management to
make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the combined and con-
solidated financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Other Comprehensive Income. The provisions of Statement
of Financial Accounting Standards {“SFAS") No. 130,
“Reporting Comprehensive Income,” require separate pre-
sentation of certain transactions that are recorded directly
as components of stockholders’ equity. The Company has
no such transactions in the periods presented and, accord-
ingly, comprehensive income equals net income for all peri-
ods presented.

Foreign Currency Transactions. The functional currency of
Aegean and its material subsidiaries is the U.S. dollar because
the Company purchases and sells marine petroleum prod-
ucts in the international oil and gas markets and because the
Company’s vessels operate in international shipping mar-
kets; both of these international markets transact business
primarily in U.S. dollars. The Company's accounting records
are maintained in U.S. dollars. Transactions involving other
currencies during the year are converted into U.S. dollars
using the exchange rates in effect at the time of the transac-
tions. At the balance sheet dates, monetary assets and liabil-
ities denominated in other currencies are adjusted to reflect
the year-end exchange rates. Resulting gains or losses are
reflected separately in the accompanying combined and
consolidated statements of operations.

Cash and Cash Equivalents. The Company considers highly
liquid investments such as time deposits and certificates of
deposit with an original maturity of three months or less to
be cash equivalents.

Restricted Cash. Restricted cash consists of interest-bearing
deposits with certain banks as cash collateral against out-
standing short-term facilities and retention accounts that
can only be used for the purposes of repayment of current
portions of long-term loans. Restricted cash also includes
interest-bearing deposits with an international bank as cash
collateral against standby letters of credit issued by the same
bank to a shipyard (Note 11). Restricted cash is classified
as non-current when the funds are to be used to acquire
non-current assets.

Trade Receivables, Net. Management is responsible for
approving credit to customers, setting and maintaining
credit standards, and managing the overall quality of the

credit portfolio. The Company performs ongoing credit eval-
uations of its customers based upon payment history and
the assessments of customers’ credit worthiness. The Com-
pany generally provides payment terms of approximately
thirty days. The Company continuously monitors callections
and payments from its customers and maintains a provision
for estimated credit losses based upon its historical experi-
ence with its customers, current market conditions of its cus-
tomers, and any specific customer collection issues, Accounts
receivable are reduced by an allowance for amounts that
may become uncollectible in the future. The Company had
accounts receivable of $66,924 and $67,909, before allow-
ances for bad debts of $694 and $1,106, as of December 31,
2005 and 2006, respectively.

Insurance Claims, Insurance claims are recorded on the
accrual basis once there remain no contingencies relating to
the claim. Insurance claims represent the claimable expenses,
net of deductibles, incurred through December 31 of each
year, which are expected to be recovered from insurance
companies. Any remaining costs to complete the claims are
included in accrued liabilities.

Inventaories. Inventories comprise marine fuel oil {"MFOQ"),
marine gas oil (*“MGQ"), lubricants and victualling stores,
which are stated at the lower of cost or market. Cost is deter-
mined by the first in, first out method.

Vessel Cost. Vessels are stated at cost, which consists of the
contract price and any material expenses incurred upon acqui-
sition (initial repairs, improvermnents and delivery expenses,
interest and on-site supervision costs incurred during the
construction periods). Subsequent expenditures for conver-
sions and major improvements are also capitalized when
they appreciably extend the life, increase the earning capac-
ity or improve the efficiency or safety of the vessels; other-
wise these amounts are charged to expense as incurred.

Advances and milestone payments made to shipyards dur-
ing construction periods are classified as “Advances for ves-
sels under construction and acquisitions” until the date of
delivery and acceptance of the vessel, at which date they are
reclassified to “Vessels, cost.” Advances for vessels under
construction also include supervision costs, amounts paid
under engineering contracts, capitalized interest and other
expenses directly related to the construction of the vessels.

Amounts of interest to be capitalized during the asset acqui-
sitian period are determined by applying an interest rate to
the average amount of accumulated expenditures for the
asset during the period. The interest rate used is the aver-
age cost of borrowing for the Company.

Vessel Depreciation. Depreciation is computed using the
straight-line method over the estimated useful life of the
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vessels, after considering the estimated salvage value. Each
vessel's estimated salvage value is equal to the product of
its light-weight tonnage and the estimated scrap rate. Man-
agement estimates the useful life of the Company’s bunker-
ing and non-bunkering tankers to be 30 years and 25 years,
respectively, from the date of initial delivery from the ship-
yard. Management estimates the useful life of the Company’s
floating storage facilities to be 30 years from the date of
acquisition. Secondhand vessels are depreciated from the
date of their acquisition through their remaining estimated
useful life. However, when regulations place limitations on
the ability of a vessel to trade, its useful life is adjusted to
end at the date such regulations become effective.

Impairment of Long-fived Assets. SFAS No. 144, "Account-
ing for the Impairment or Disposal of Long-lived Assets,”
requires that long-lived assets and certain identifiable intan-
gible assets held and used or to be disposed of by an entity,
be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of the assets
may not be recoverable. When the estimate of undiscounted
cash flows, excluding interest charges, expected to be gen-
erated by the use of the asset and its eventual disposal is
less than its carrying amount, the asset should be evaluated
for an impairment loss. Measurement of the impairment loss
is based on the fair value of the asset as provided by third
parties. The Company regularly reviews the carrying amount
of its vessels. The Company had no impairment losses in any
of the periods presented.

Accounting for Drydocking Costs. The Company’s vessels
are generally required to be drydacked every 30 to 60
months for major repairs and maintenance that cannot be
performed while the vessels are in operation. The Company
follows the deferral method of accounting for drydacking
costs whereby actual costs incurred are deferred and are
amortized on a straight-line basis over the period through
the date the next drydocking is scheduled to become due.
Unamertized drydocking costs of vessels that are sold are
written off against income in the year of the vessel's sale.

Financing Costs. Fees incurred for ebtaining new loans or
refinancing existing loans are deferred and amortized to
interest expense over the life of the related debt using the
effective interest method. Unamortized fees relating to loans
repaid or refinanced are generally expensed in the period
the repayment or refinancing is made.

Pension and Retirement Benefit Obligations. The vessel-
owning companies included in the combination and con-
solidation employ the crew on board under short-term
contracts {usually up to nine months} and accordingly, they
are not liable for any pension or post retirement benefits.

The Company's full-time Greek employees are covered by
state-sponsored pension funds for which the Company is
required to contribute a portion of the monthly salary of
these employees to the fund {i.e., a defined contribution
plan). Upon retirement of these employees, the state-
sponsored pension funds are responsible for paying the
employees’ retirement benefits and accordingly, the Com-
pany has no obligation for these benefits.

Accounting for Revenues and Expenses. Revenues are prin-
cipally earned from the physical supply of marine petro-
leum products via the Company’s bunkering tankers. In this
respect, sales of marine petroleum products and cost of
sales of marine petroleum products are recorded in the
period when the marine petroleum products are loaded
onto the customer's vessel. In Greece, revenues are earned
from the sale of marine petroleum products through a
related party physical supplier {refer to Note 3). These sales
and the respective cost of sales are recorded in the period
when the related party physical supplier delivers the marine
petroleum products te the customer.

For arrangements in which the Company physically sup-
plies marine petroleum products via its own bunkering
tankers, cost of marine petroleum products sold repre-
sents amounts paid by the Company for marine petroleum
products sold in the period being reported on. For arrange-
ments in which marine petroleum products are purchased
from the Company's related party physical supplier, cost of
marine petroleum products sold represents the total amount
paid by the Company to the physical supplier for marine
petroleumn products and the delivery thereof to the Com-
pany’s customer.

Revenues are also generated from voyage and time charter
agreements of the Company's vessels. Time charter reve-
nues are recorded over the term of the charter as service is
provided. Under a voyage charter the revenues and associ-
ated voyage costs are recognized on a pro-rata basis over
the duration of the voyage. Probable losses on voyages are
provided for in full, at the time such losses can be estimated.
A voyage is deemed to commence upon the completion of
discharge of the vessel's previous cargo and is deemed to
end upon the completion of discharge of the current cargo.

Operating expenses are accounted for on the accrual basis.

Repairs and Maintenance. All vessel repair and maintenance
expenses, including major overhaulings {which are non-
scheduled repairs and maintenance work undertaken on a
vessel's engine} and underwater inspections are expensed in
the year incurred. Such costs are included in other operating
expenses in the accompanying combined and consolidated
statements of operations.
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Notes to Combined and Consolidated Financial Statements tomtinges;

{Expressed in thousands of U.S. dolars—except share and per share data, unless otherwise stated)

Income Taxes. The Company accounts for income taxes
using the liability method in accordance with SFAS No.
109, "Accounting for Income Taxes" ("SFAS 109"). SFAS 109
requires the provision of deferred income taxes for the tax
effects of temporary differences between financial reporting
and tax bases of assets and liabilities, using enacted tax
rates in effect in the years in which the differences are
expected to reverse. Valuation allowances are required to
be recorded to reduce deferred tax assets when it is more
likely than not that a tax benefit will not be realized. Gen-
erally, Aegean and its subsidiaries are involved in non-
taxable activities and, as such, no material deferred tax
assets or liabilities arose in any of the periods presented
{refer to Note 19).

Earnings per Common Share. Basic earnings per common
share are computed by dividing net income available to
common stockholders by the weighted average number
of common shares deemed outstanding during the year.
Diluted earnings per common share reflects the potential
dilution that could occur if securities or other contracts to
issue common stock were exercised.

Derivatives. SFAS No. 133, "Accounting for Derivative Instru-
ments and Hedging Activities” (“SFAS 133”), as amended,
establishes accounting and reporting standards requiring
that every derivative instrument (including certain derivative
instruments embedded in other contracts) be recorded in
the balance sheet as either an asset or liability measured at
its fair value, with changes in the derivatives’ fair value rec-
ognized currently in earnings unless specific hedge account-
ing criteria are met. During the three-year period ended
December 31, 2006, the Company did not engage in any
transaction involving derivative instruments or have any
hedging activities.

Contingencies. The Company accrues for a loss if the Com-
pany deems it probable that an asset has been impaired or
that a liability has been incurred at the date of the financial
statements and the amount of that loss can be reasonably
estimated. If the Company deems it reasonably possible
that an asset has been impaired or that a liability has been
incurred, the nature of the contingency and an estimate
of the amount of loss is disclosed in the notes to the finan-
cial statements.

Fair Value of Financial Instruments. The carrying values of
cash, trade receivables, trade payables and short-term
borrowings are reascnable estimates of their fair value
due to the short-term nature of these financial instruments.
The fair values of long-term bank loans bearing interest
at variable interest rates approximate the recorded values.
The Company has no long-term loans bearing interest at
fixed rates.

Recent Accounting Pronouncements

Considering the Effects of Prior Year Misstatements. In
September 2006, the Securities and Exchange Commission
{"SEC") issued Staff Accounting Bulletin (“SAB") No. 108,
"Considering the Effects of Prior Year Misstatements when
Quantifying Current Year Misstatements,” ("SAB 108"). SAB
108 requires analysis of misstatements using both an income
statement (rollover) approach and a balance sheet (iron cur-
tain) approach in assessing materiality and provides for a
one-time cumulative effect transition adjustment. The Com-
pany adopted the provisions of SAB 108 in its financial state-
ments for the year ended December 31, 2006. The adoption
of SAB 108 did not have a material effect on the Company's
financial position, results of operations or cash flows,

Fair Value Measurements. In September 2006, the Financial
Accounting Standards Board (“FASB”) issued SFAS No. 157,
“Fair Value Measurements” ("SFAS 157"). SFAS 157 is effec-
tive for fiscal years beginning after November 15, 2007 and
interim periods within those fiscal years. This statement
defines fair value, establishes a framework for measuring
fair value in generally accepted accounting principles, and
expands disclosures about fair value measurements. This
statement does not require any new fair value measure-
ments, but applies under other accounting pronouncements
that require or permit fair value measurements. The Company
is currently evaluating the accounting impact of SFAS 157 on
the fair value measures that are recognized and/or disclosed
in the Company’s financial statements,

Planned Major Maintenance Activities. In September 2006,
the FASB issued Staff Position ("FSP"} AUG AIR-1, "Account-
ing for Planned Major Maintenance Activities” (“FSP AUG
AIR-1"). This FSP amends certain provisions in the American
Institute of Certified Public Accountants Industry Audit
Guide, “Audits of Airlines,” and Accounting Principles Board
("APB") Opinion No. 28, “Interim Financial Reporting.” FSP
AUG AIR-1 prohibits the use of the currently-allowed accrue-
in-advance method of accounting for planned major mainte-
nance activities in annual and interim financial statements.
This guidance is effective for the first fiscal period beginning
after December 15, 2006. The Company follows the deferral
method of accounting for drydocking costs, whereby actual
costs incurred are deferred and are amortized on a straight-
line basis over the period through the date the next dry-
docking is scheduled to become due. The deferral method
of accounting continues to be permitted under FSP AUG
AIR-1. Accordingly, the Company does not expect the adop-
tion of FSP AUG AIR-1 to have any impact on the Company's
financial statements.
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Hybrid Financial Instruments. In February 2006, the FASB
issued SFAS No. 155, "Accounting for Certain Hybrid Finan-
cial Instruments—an amendment of FASB Statements No.
133 and 140" (“SFAS 155"). SFAS 155 amends SFAS 133 and
SFAS No. 140, "Accounting for Transfers and Servicing of
Financial Assets and Extinguishments of Liabilities.” SFAS
155 resclves issues addressed in SFAS 133 Implementation
Issue No. D1, “"Application of Statement 133 to Beneficial
Interests in Securitized Financial Assets.” SFAS 155 is effec-
tive for the Company for all financial instruments acquired or
issued after January 1, 2007 and is not expected to have a
material impact on the Company’s financial statements.

Minimum Revenue Guarantees. FASB Staff Position FIN45-3,
“Application of FASB Interpretation No. 45 to Minimum
Revenue Guarantees Granted to a Business or Its Owners,”
was issued in November 2005. This FSP amends FIN 45,
"Guarantor’s Accounting and Disclosure Requirements for
Guarantees, Including Indirect Guarantees of Indebtedness
of Others,” 1o include in its scope a guarantee granted to a
business or its owner(s) that the revenue of the business (or
a specific portion of the business} for a specified period of
time will be at least a specified amount. The F5P is effective
for the Company for minimum revenue guarantees newly
issued or modified on or after January 1, 2006. The adoption
of the FSP did not have a material impact on the Company’s
financial statements for the year ended December 31, 2006.
However, implementation of the FSP may result in amounts
being recorded in the financial statements of the Company
in the future if the Company enters into any revenue guaran-
tees. The amount of any such impact will depend on the
terms of any revenue guarantees entered into.

Accounting Changes and Error Corrections. In May 2005,
the FASB issued SFAS No. 154, "Accounting Changes and
Error Corrections” (“SFAS 154"), which replaces APB No.
20, "Accounting Changes” and SFAS No. 3, “Reporting
Accounting Changes in Interim Financial Statements.” This
statement applies to all voluntary changes in accounting
principle and changes resulting from adoption of a new
accounting pronouncement that does not specify transition
requirements. SFAS 154 requires retrospective application
to prior periods’ financial statements for changes in account-
ing principle unless it is impracticable to determine either
the period-specific effects or the cumulative effect of the
change. SFAS 154 was effective for the Company as of
January 1, 2006. The adoption of SFAS 154 did not have a
material impact on the Company’s financial statements.

3. Transactions with Related Parties

(a) Aegean Qil S5.A. {the “"Greek Subcontractor”). The Greek
Subcontractor, owned and controlted by relatives of Mr.
Dimitris Melisanidis, is a diversified energy group princi-
pally engaged in the downstream gasoline industry in
Greece where it manages a network of approximately 450
service stations. The Greek Subcontractor is managed by
a full-time executive team and has no common manage-
ment with the Company. In addition to its principal oper-
ations, the Greek Subcontractor is also a licensed trader
and physical supplier of marine petroleum products in
Greece. On December 30, 1999 and as amended on
September 25, 2000, the Company signed a Bunkering
Supply and Representation Agreement with the Greek
Subcontractor whereby the Greek Subcontractor under-
takes to sell and deliver marine petroleum products in
transit to the Company’s nominated customer vessels
within Greek territorial waters. Under the contract, the
Greek Subcontractor sells the marine petroleum products
to the Company at an amount equal to the Greek Sub-
contractor’s purchase cost of the marine petroleum prod-
ucts from select Greek refineries, plus a margin.

On April 1, 2005, this contract was terminated and super-
ceded by a ten year Marine Fuel Supply Service Agreement
with the Greek Subcontractor. This contract stipulates
that the Company and the Greek Subcontractor must
transact for a minimum quantity of marine fuel per month,
however neither party is required to transact for more
than a maximum quantity of marine fuel per month. Under
the contract, the Greek Subcontractor undertakes to sell
the marine petroleum products to the Company at an
amount equal to the Greek Subcontractor's purchase cost
of the marine petroleum products from select Greek
refineries, plus a margin. The margin will be reviewed and
renegotiated annually between the parties. Payment of
the Greek Subcontractor's invoices will be made within 30
calendar days from the date of receipt of the invoice.
Penalties of 10% will be imposed on late payments. If
requested, the Company undertakes to provide security
to the Greek Subcontractor by way of a standby letter of
credit or other mutually acceptable guarantee in relation
to any outstanding balance from time to time. The agree-
ment terminates on March 31, 2015 unless any of the fol-
lowing situations occur prior to the termination date:
(i} The Greek Subcontractor’s petroleum trading license
terminates or is revoked by the Greek authorities, (i) upen
the breach by any party in the performance of any of its
obligations, as defined in the agreement, (iii} upon the
liquidation or bankruptcy of any party. The Company has
a unilateral right to terminate the agreement by serving
12 months’ written notice.
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During the years ended December 2004, 2005 and 2006,
the Company purchased from the Greek Subcontractor
marine petroleum products of $49,298, $99,417 and
$155,022, respectively, all of which are included under
cost of marine petrofeum products sold in the accompa-
nying combined and consolidated statements of opera-
tions. As of December 31, 2005 and 2006, the amounts
due to the Greek Subcontractor were $13,376 and $19,203,
respectively, and are included under trade payables to
related companies in the accompanying consolidated bal-
ance sheets.

{b)Aegean Shipping Management S.A. and certain vessel-
owning companies (hereinafter collectively referred to
as "Aegean Shipping”): Aegean Shipping is owned by
relatives of Mr. Dimitris Melisanidis and is the owner and
operator of an international shipping fleet including
Aframax and Panamax product tankers which are char-
tered out in the international spot markets. Aegean
Shipping is managed by a full-time executive team and
has no common management with the Company. The
Company's material transactions with Aegean Shipping
are described as follows:

() Aegean Shipping provides two of the Company's
vessel-owning companies, Baldwin and Tanking, with
a wide range of shipping services such as technical
support and maintenance, insurance arrangement and
handling, financial administration and accounting ser-
vices, in exchange fora management fee. Management
fees incurred by the Company for the years ended
December 31, 2004, 2005 and 2006, amounted to
$183, $182 and $223, respectively, and are separately
disclesed in the accompanying combined and con-
solidated statements of operations.

(i) Prior to January 1, 2006, the Company time chartered
(short-term) certain vessels of Aegean Shipping in
order to meet increased levels of demand for its ser-
vices at times when its own vessels were operating
at full capacity, or for special situations, Vessel hire
charges for the years ended December 31, 2004 and
2005 amounted to $2,436 and $518, respectively, and
are separately disclosed in the accompanying com-
bined and consolidated statements of operations.

(i) Aegean Shipping is a customer of the Company. It
purchases marine fuel and lubricants, which it con-
sumes during the voyages of its vessels. The Com-
pany’s sales of marine fuel and lubricants to Aegean
Shipping for the years ended December 31, 2004,
2005 and 2006, amounted to $7,645, $8,162 and
$13,146, respectively, and are included under sales of

marine petroleum products in the accompanying com-
bined and consolidated statements of operations.

(iv) On December 20, 2005, the Company purchased an
11,538 dwt (built in 1982) double huil bunkering tanker
Aegean Pride from Aegean Shipping for a price of
$6,700, which was fully paid on that date. The price
includes Aegean Shipping’s initial purchase price of
the vessel from an unrelated third-party plus addi-
tional costs incurred by Aegean Shipping to convert
the vessel into a bunkering tanker. The cost of this
vessel is included under vessels, cost, in the accompa-
nying consolidated balance sheets.

{v) During the year ended December 31, 2006, the Com-
pany sold two newly-acquired secondhand tankers,
Omega Af Donso and Trapper, to Aegean Shipping.
These vessels were previously acquired by the Com-
pany from third-party sellers. No gain or loss was ree-
ognized by the Company on the sale of the vessels to
Aegean Shipping.

As of December 31, 2005 and 2006, the amounts due
from Aegean Shipping were $6,693 and $162, respec-
tively, and are included in due from related companies in
the accompanying consolidated batance sheets.

(¢) Golden Sun Marine Corp. {"Golden Sun”): Prior to June 1,

2005, the Company cenducted business with Golden
Sun, an investment and trading company in which Mr.
Dimitris Melisanidis holds a controlling interest. During
the years ended December 31, 2004 and 2005, the
Company purchased from Golden Sun marine petroleum
products of $7,150 and $5,167, respectively, all of which
are included under cost of marine petroleum products
sold in the accompanying combined and consolidated
statements of operations. Effective June 1, 2005, the
Company ceased purchasing marine petroleum products
from Golden Sun and accordingly, during the year ended
December 31, 2006, the Company did not purchase
marine petroleum products from Golden Sun. As of
December 31, 2005 and 2006, no amounts were due to
Golden Sun.

(d)Leveret: As discussed in Note 1, Leveret is a personal

holding company owned and controlled by Mr. Dimitris
Melisanidis. During the years ended December 31, 2005
and 2006, Leveret provided the Company with short-term
loan facilities, mainly in order to finance certain payments
due under certain shipbuilding and supervision contracts
(refer to Note 10). On December 18, 2006, the then-
outstanding cumulative balance under these facilities
was fully repaid with the proceeds of the 2006 IPO.
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{e) General Maritime Corpgration {(“General Maritime”"):
Aegean’s Chairman of the Board, Mr. Peter C.
Georgiopoulos, also serves as Chairman, President and
Chief Executive Officer of General Maritime which is
a publicly-traded tanker company with shares listed on
the New York Stock Exchange. During the year ended
December 31, 2006, the Company’s sales to General
Maritime amounted to $1,695 which are included under
sales of marine petroleum products in the accompany-
ing combined and consolidated statements of opera-
tions. As of December 31, 2006, the amount due from
General Maritime was $12 which is included in due from
related companies in the accompanying consolidated
balance sheets.

4. Inventories
The amounts shown in the accompanying consolidated bal-

ance sheets are analyzed as follows:
December 31,

2005 2006
Held for sale:
Marine fuel oil 44146 21,535
Marine gas oil 1,587 71,972
6,003 29,507
Held for consumption:
Marine fuel 185 654
Lubricants 168 394
Victuals 28 79
381 1,127
Total 4,384 30,634

§. Advances for Vessels Under Construction
and Acquisitions

On February 6, 2005, as amended, the Company signed ten
separate shipbuilding contracts with the Fujian Southeast
Shipyard (“Fujian”) for ten 3,800 dwt, double skin, double
bottom, product oil tankers (Hull Numbers DN-3500-1 to
10). The construction price of each contract is $6,800 which
is payable 10% in advance, 15% upon steel cutting, 15% upon
keel-laying, 15% upon launching and 45% upon delivery and
acceptance. Furthermore, on February 10, 2005, the Com-
pany signed ten separate contracts with an engineering firm
for the design, building supervision, representation, pro-
curement of machineries and supplies, and turn-key delivery
of the ten product oil tankers. The price of each such con-
tract is $1,550 which is payable 5% in advance, 10% upon
steel cutting, 40% upon launching and 45% upon delivery
and acceptance.

On June 3, 2005, as amended, the Company signed two
separate shipbuilding contracts with the Severnav Shipyard
("Severnav”} for two 2,400 dwt, double skin, double bottom,
product oil tankers with roll-on roll-off facilities for fuel trucks.
The construction price of each contract is Euro 6,835,000
which is payable 10% upon effectiveness of the contract, 15%
upon steel cutting, 15% upon keel-laying, 20% upon launch-
ing and 40% upon delivery and acceptance. Furthermore,
on August 30, 2005, the Company signed two separate
contracts with an engineering firm for the design, building
supervision, representation, procurement of machineries and
supplies, and turn-key delivery of the two product oil tank-
ers. The price of each such contract is Euro 1,500,000 which
is payable 5% in advance, 10% upon steel cutting, 40% upon
launching and 45% upon delivery and acceptance.

On January 13, 2006, the Company signed five separate
shipbuilding contracts with the Qingdao Hyundai Ship-
building Co. Ltd. {"Qingdac Hyundai”) for five double skin,
double bottom, 5,500 dwt class oil tankers (Hull Numbers
QHS-220 to 224). The construction price of each contract is
$9,400 which is payable 10% in advance, 20% upon steel
cutting, 20% upon keel-laying, 25% upon launching and 25%
upon delivery and acceptance. Furthermore, on February
24, 2006, the Company signed five separate contracts with
an engineering firm for the design, building supervision,
representation, procurement of machineries and supplies,
and turn-key delivery of the five 5,500 dwt class il tankers.
The price of each such contract is $1,600, which is payable
5% in advance, 10% upon keel-laying, 40% upon launching
and 45% upon delivery and acceptance.

On October 18, 2006, the Company signed seven separate
shipbuilding contracts with Qingdao Hyundai for seven dou-
ble skin, double bottom, 5,500 dwt class oil tankers (Hull
Numbers QHS-207 to 210 and QHS-215 to 217). The con-
struction price of each contract is $10,000 which is payable
20% in advance, 20% upon steel cutting, 20% upon keel-
laying, 20% upon launching and 20% upon delivery and
acceptance. Furthermore, on October 19, 2006, the Com-
pany signed seven separate contracts with an engineering
firm for the design, building supervision, representation,
procurement of machineries and supplies, and turn-key
delivery of the seven 5,500 dwt class oil tankers. The price of
each such contract is $1,600, which is payable 5% upon steel
cutting, 10% upon keel-laying, 40% upon launching and 45%
upon delivery and acceptance.
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Interest on the advances paid by the Company in respect of
these contracts is computed at the weighted average bor-
rowing cost of the Company, for the duration of the con-
struction period, and capitalized in advances for vessels
under construction on the accompanying balance sheets.
Total interest capitalized for the years ended December 31,
2005 and 2006 was $155 and $1,295, respectively.

The amounts shown in the accompanying consolidated bal-
ance sheets include milestone payments relating to the ship-
building contracts with the shipyards, milestone payments
relating to the contracts with the engineering firm, and any
material related expenses incurred during the construction
periods capitalized in accordance with the accounting policy
discussed in Note 2.

As of December 31, 2006, the account, advances for vessels under construction and acquisitions, is analyzed as follows:

December 31, 2006

Expected Contract Contract Capitalized
Vessel Name Delivery Amount Payments Expenses Total
Fujian Shipyard
DN-3500-1 April 2007 8,350 3,973 207 4,180
DN-3500-2 August 2007 8,350 2,953 179 3,132
DN-3500-3 September 2007 8,350 2,953 125 3,078
DN-3500-4 November 2007 8,350 1,933 83 2,016
DN-3500-5 December 2007 8,350 1,777 68 1,845
DN-3500-6 March 2008 8,350 1,777 37 1,814
DN-3500-7 April 2008 8,350 757 36 793
DN-3500-8 July 2008 8,350 757 60 817
DN-3500-9 August 2008 8,350 757 60 817
DN-3500-10 October 2008 8,350 757 60 817
Severnav Shipyard
N 2220000 May 2007 10,830 2,202 134 2,336
N 2230007 August 2007 10,779 3,698 134 3,832
Qingdao Hyundai Shipyard
QHS-207 December 2008 11,600 2,000 8 2,008
QHS-208 January 2009 11,600 2,000 8 2,008
QHS-209 February 2009 11,600 2,000 8 2,008
QHS-210 March 2009 11,600 2,000 8 2,008
QHS-215 May 2009 11,600 2,000 9 2,009
QHS-216 July 2009 11,600 2,000 9 2,009
QHS-217 August 2009 11,600 2,000 9 2,009
QHS-220 November 2007 11,000 2,900 61 2,961
QHS-221 May 2008 11,000 1,020 50 1,070 -
QHS-222 August 2009 11,000 1,020 51 1,071
QHS-223 September 2009 11,000 1,020 51 1,071
QMS5-224 October 2009 11,000 1,020 50 1,070
Total 241,309 45,274 1,505 46,779

During the years ended December 31, 2005 and 2006, the
movement of the account, advances for vessels under con-
struction and acquisitions, was as follows:

Year Ended
December 31,
2005 2006
Balance at beginning of period — 12,803
Advances for vessels under
construction and related costs 11,383 35,396
Payments for secondhand
vessel acquisitions 8,175 34,895
Vessels delivered (6,755) (36,315)
Balance at end of period 12,803 46,779

As of December 31, 2006, the remaining obligations under
the construction and supervision contracts are payable
as follows:

Amount
2007 77,337
2008 76,878
2009 41,820
196,035

On March 31, 2005, as amended, in connection with the ship-
building contracts entered into with Fujian, the Company
entered into a call option agreement with Fujian for the con-
struction and delivery of five 3,800 dwt, double skin, double
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bottom, product oil tankers. The Company has the right to
exercise this option on or before the launching of the first of
the ten product oil tankers. If the Company exercises this
option, Fujian Southeast Shipyard is bound to sign new ship-
building contracts for the five vessels for a total price of
$34,750 (36,950 each). No consideration was paid by the
Company for the call option agreement.

On June 3, 2005, in connection with the shipbuilding con-
tracts entered into with Severnav, the Company entered into
a call option agreement with Severnav for the design, con-
struction and equipment of four 2,400 dwt, double skin,
double bottom, product oil tankers with roll-on roll-off
facilities for fuel trucks. The Company has the right to exer-
cise the option on two of the vessels on or before the launch-
ing of the first of the firm product oil tankers mentioned
above, and has the right to exercise the option on the two
remaining vessels on or before the delivery and acceptance
of the first of the firm product oil tankers mentioned above
for a total price of Euro 26,240,000 {(Eurc 6,560,000 each).
No consideration was paid by the Company for the call
option agreement.

On January 13, 2006, in connection with the shipbuilding
contracts entered into with Qingdao Hyundai, the Company
entered into a call option agreement with Qingdao Hyundai
for the construction and delivery of four double skin, double
hottom, 5,500 dwt class oil tankers. The Company has the
right to exercise this option on or before the delivery of
the first of the five 5,500 dwt class oil tankers mentioned
above. If the Company exercises this option, Qingdao
Hyundai is bound to sign new shipbuilding contracts for
the four vessels for a total price of $38,200 ($9,550 each}.
No consideration was paid by the Company for the call
option agreement.

6. Vessels
The amounts in the accompanying consolidated balance
sheets are analyzed as follows:

Vessel Accumulated Net Book
Cost  Depraciation Value
Balance, December 31, 2004 40,773 (3,334 37,439
Vessels acquired and
delivered 6,755 — 6,755
Depreciation for the year — (2,180) (2,180
Balance, December 31, 2005 47,528 {5.514) 42,014
Vessels acquired and
delivered 36,315 — 36,315
Vessels sold (12,900) — (12,900)
Depreciation for the year — {4,148) (4,148)
Balance, December 31, 2006 70,943 (9,662} 61,281

On December 20, 2005, the acquired secondhand bunker-
ing tanker, Aegean Pride |, was delivered to the Company at
a total cost of $4,700. On May 3, 2006, the acquired second-
hand bunkering tanker, Aegean X|, was delivered to the Com-
pany at a total cost of $8,214. On July 25, 2006, the acquired
sacondhand bunkering tanker, Aegean Force, was delivered
to the Company at a total cost of $5,085. On September 5,
2006, the acquired floating storage facility, Fos, was deliv-
ered to the Company at a total cost of $10,116.

During the year ended December 31, 2006, the Company
purchased two secondhand tankers, Omega Af Donso and
Trapper, from third-party sellers for a total amount of $12,900
and subsequently sold these tankers to Aegean Shipping.
No gain or loss was recognized by the Company on the sale
of these vessels.

Cost of vessels at December 31, 2004, 2005 and 2006,
includes $8,913, $8,913 and $8,747, respectively, of amounts
not included in the contract price of the vessels but which
were material expenses incurred upon acquisition and are
capitalized in accordance with the accounting policy dis-
cussed in Note 2.

As of December 31, 2006, all of the Company's vessels were
in process of being mortgaged under the Company’s Term
Loan, Overdraft and Guarantee Facility Agreement dated
December 19, 2006 (refer to Note 10).

7. Other Fixed Assets
The amounts in the accompanying consolidated balance
sheets are analyzed as follows:

Buildings Other Total
Cost, December 31, 2004 194 — 194

Additions . 814 258 1,072
Cost, December 31, 2005 1,008 258 1,244

Additions — 83 83
Cost, December 31, 2006 1,008 341 1,349
Accurnulated depreciation,

December 31, 2004 5 — 5

Depreciation expense 15 3 46
Accumutated depreciation,

December 31, 2005 20 N 1

Depreciation expense 34 58 92
Accumulated depreciation,

December 31, 2006 54 89 143
Net book value, December 31, 2004 189 — 189
Net book value, December 31, 2005 988 227 1,215
Net book value, December 31, 2006 954 252 1,206
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8, Deferred Charges
The amounts in the accompanying consolidated balance
sheets are analyzed as follows:

Financing
Drydocking Costs Total
Balance, December 31, 2004 1,413 84 1,499
Additions 154 218 372
Amortization for the year (636) (18} (654)
Balance, December 31, 2005 93t 286 1,217
Additions 10,637 520 11,157
Amaortization for the year (1,684} {(171) (1,855)
Balance, December 31, 2006 9,884 635 10,519

The amortization for drydocking costs is separately reflected
in the accompanying combined and consolidated statements
of operations. The amortization of financing costs is included
in interest and finance costs in the accompanying combined
and consolidated statements of operations.

9. Prepayments and Other Current Assets
The amounts in the accompanying consolidated balance

sheets are analyzed as follows:
December 31,

2005 2006

Prepaid vessel insurance 65 63
Other prepayments 760 2,598
Total 825 2,661

10. Short-term Borrowings
As of December 31, 2005 and 2006, the Company’s short-

term borrowings consisted of the following:
December 31,

Borrower 2005 2006
(a) Aegean 35,000 —
(b) AMP, the Manager and certain
vessel-owning subsidiaries 23,595 -
(c) AMP 4,000 _
{d)y AMP 2,000 —
{e) AMP 1,993 —
Total 66,588 —

{a) On October 3, 2005, Aegean borrowed $35,000 under a
short-term credit facility with an international bank to
finance Aegean's stock repurchase of 8% of the total then-
issued and outstanding common stock of Aegean (refer
to Note 17). The facility bears interest at LIBOR plus 0.45%
and the weighted average interest rate (including the
margin) during the years ended December 31, 2005 and
2006 was 4.56% and 5.52%, respectively. On December
20, 2006, the then-outstanding balance under this facility
was fully repaid with the proceeds of the 2006 IPO.

(b}During the years ended December 31, 2005 and 2006,
AMP, the Manager and certain vessel-owning subsidiaries
entered into short-term financing agreements with Leveret,
mainly in order to partially finance the construction or
acquisition costs of vessels and for working capital pur-
poses. These loans are unsecured, bear no interest and
are payable upon demand. On December 18, 2006, the
then-outstanding cumulative balance under these facili-
ties was fully repaid with the proceeds of the 2006 IPO.

{c) On March 13, 2003, AMP entered into a one-year, renew-
able credit facility with a Greek bank for an aggregate
amount of $4,000 to be used for the issuance of bank
guarantees and/or for working capital purpases. During
the year ended December 31, 2005, AMP drew down
$4,000 under this credit facility. The facility bears interest
at LIBOR plus 2.75% and the weighted average interest
rate (including the margin} during the years ended Decem-
ber 31, 2005 and 2006 was 7.30% and 7.51%, respectively.
On December 18, 2006, the then-outstanding balance
under this facility was fully repaid with the proceeds of
the 2006 IPO.

{(d)On December 23, 1999, AMP signed a one-year, renew-
able, secured overdraft and guarantee facility with an
international bank for an aggregate amount of $3,000 to
be used for the issuance of bank letters of guarantee and/
or for an overdraft facility to be used for working capital
purposes. As of December 31, 2005, the balance on the
overdraft facility was $2,000. The overdraft facility bears
interest at LIBOR plus 1.25% and the weighted average
interest rate (including the margin) during the years ended
December 31, 2004, 2005 and 2006 was 5.00%, 3.71%
and 7.05%, respectively. On December 19, 2006, the
then-outstanding balance under this facility was fully
repaid with the proceeds of the 2006 IPO.

(e) On October 23, 2003, AMP signed a one-year, renewable
credit facility with a Greek bank for an aggregate amount
of $3,000 to be used for the issuance of bank letters of
guarantee and/or for an overdraft facility to be used for
working capital purposes. As of December 31, 2005 and
2006, the balance on the overdraft facility was $1,993.
The overdraft facility bears interest at LIBOR plus 1.50%
and the weighted average interest rate (including the
margin) during the years ended December 31, 2004,
2005 and 2006 was 3.50%, 5.43% and 6.84%, respec-
tively. On December 19, 2006, the then-outstanding bal-
ance under this facility was fully repaid with the proceeds
of the 2006 IPO.
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Total interest incurred on short-term borrowings for the
years ended December 31, 2004, 2005 and 2006 amounted
to $235, $900 and $2,839, respectively, and is included in
interest expense and finance costs, in the accompanying
combined and consolidated statements of operations.

On December 19, 2006, Aegean and AMP, as co-borrowers,
jointly and severally entered into a Term Loan, Overdraft and
Guarantee Facility Agreement (“Senior Credit Facility”) with
an international bank for an amount of $183,400. The Senior
Credit Facility will be used for working capital and general
corporate purposes and to partially finance the construction
costs of certain bunkering tankers. The overdraft and guar-
antee facilities under the Senior Credit Facility expire on
December 19, 2008 while the term loan facility expires 12
years from the delivery date of each vessel.

The revolving overdraft facility of up to $50,000 bears inter-
est at LIBOR plus 1.25%. The multi-currency revolving guar-
antee and letter of credit facility of up to $100,000 charges a
commission of 0.25% for documentary letters of credit, and
of 0.625% for standby letters of credit. The term loan of up
to $33,400 will be used to refinance the secured term loan
dated February 10, 2006 with the same bank (refer to Note
1)) Under the term loan, each tranche, of $4,680, is avail-
able in four advances, as defined in the loan agreement.
Each tranche is repayable in 48 consecutive quarterly install-
ments, with the first 47 being in the amount of $140 each
and the last installment being in the amount of $100. The
first installment of each tranche is repayable three months
after the date of drawdown of the respective delivery
advance. The term loan bears interest at LIBOR plus 1.15%.
Furthermore, a commitment fee is levied at a rate of 0.25%
per annum.

The Senior Credit Facility is mainly secured by a first priority
mortgage on the Company’s operational double hull tank-
ers and an undertaking by the Company to provide a first
priority mortgage on the Company’s single hull tankers
at the lender's request. Furthermore, the Senior Credit
Facility is secured by a first priority assignment of the new-
building contracts for hull numbers DN-3500-1, DN-3500-4,
DN-3500-5, DN-3500-6 and DN-3500-7, and by a general
assignment of the Company's trade receivables to be paid
into an operating account held by the bank. The Senior
Credit Facility contains certain covenants which include
requirements to maintain the Company’s listing on the New
York Stock Exchange, to maintain vessel insurance poficies,
to maintain minimum security of 120% of the outstanding
facility amount and to ensure that Mr. Dimitris Melisanidis

controls at least 35% of the Company’s outstanding com-
mon shares. Furthermore, the credit facility contains financial
covenants requiring the Company to ensure that {i) consoli-
dated book net worth, as defined, not be less than $150,000,
{ii} consolidated leverage ratio, as defined, not to exceed
0.65-to-one, and (i) consolidated liquid funds, as defined,
not be less than $25,000.

As of December 31, 2006, the Company had no amounts
outstanding under this facility.

11. Long-term Debt
The amounts in the accompanying consolidated balance

sheets are analyzed as follows:
December 31,

Borrowerl(s) 2005 2006
(a) Ocean and Sea Global 12,173 13,503
{b) Serifos, Kithnos, Santorini, Paros and
Naxos 2516 4,964
(c) Milos, Amorgos, Kimolos, Syros and
Mykonos — 4,175
{d) Eton, Benmore and Ingram — 2,350
{e) Tasman and Santon — 1,504
{f) Kerkyra, Ithaki, Cephallonia, Paxoi,
Zakynthos, Lefkas and Kythira — 7,000
{g) Tiffany and Sea Breezer Marine 5.A. 8,037 —_
(h) Clyde 1,800 —
(i) Aegean X 2,900 —
() Carmel and Evian 240 —_
{k) Pontos 4125 —_—
{I} Baldwin 1,170 —
{m}Aegean Investments 850 —
(n) Gibraltar Service Center 137 —
Total 34,648 33,496
Less: Current portion {3,987) (833}
Long-term portion 30,661 32,663

(a) On October 24, 2005, as amended, Ccean and Sea
Global, as co-borrowers, jointly and severally entered into
a syndicated secured term loan with an international bank
for an amount of Euro 13,300,000 to partially finance the
construction costs of vessels N 2230007 and N 2220000
(two tranches of Euro 6,650,000 each). Each tranche is
available in three advances, as defined in the loan agree-
ment. Each tranche is repayable in 40 consecutive quar-
terly installments, with the first 12 being in the amount of
Eure 150,000 each and the remaining 28 being in the
amaunt of Euro 110,000 each, plus a balloon payment of
Euro 1,770,000 payable with the last installment. The first
installment of each tranche is repayable three months
after the earlier of the date of actual delivery of the
respective vessel or December 31, 2007.
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The loan bears interest at LIBOR plus 1.40% during each
vessel's pre-delivery period and at LIBOR plus 1.30% dur-
ing each vessel's post-delivery period. During the years
ended December 31, 2005 and 2006, the weighted aver-
age interest rate (including the margin) was 3.91% and
4.33%, respectively, while at December 31, 2005 and
2006, the interest rate {including the margin) was 3.91%
and 5.03%, respectively.

The loan agreement contains financial covenants requir-
ing the Company to ensure that book net worth shall not
be less than $100,000; that the ratio of tota! liabilities to
total assets shall not exceed 0.65-to-one; that the current
ratio shall not be less than 1,25-to-one and that cash and
cash equivalents exceed 50% of the current portion of
long-term debt.

As of Decernber 31, 2005 and 2006, the outstanding bal-
ance of the loan was $12,173 (Euro 10,252,500) and
$13,503 (Euro 10,252,500), respectively. The proceeds of
the loan have been placed in interest bearing cash cal-
lateral accounts as security against standby letters of
credit issued by the same bank to the shipyard, which are
included under restricted cash in the accompanying con-
solidated balance sheets.

{b)On August 30, 2005, as amended, Serifos, Kithnos,

Santorini, Paros and Naxos, as co-borrowers, jointly and
severally entered into a syndicated secured term loan
with an international bank for an amount of $35,500
to partially finance the construction costs of vessels
DN-3500-2, DN-3500-3, DN-3500-8, DN-3500-9 and
DN-3500-10, respectively {five tranches of $7,100 each).
Each tranche is available in seven advances, as defined in
the loan agreement. Each tranche is repayable in 40 con-
secutive quarterly installments, with the first 30 being in
the amount of $120 each and the remaining ten being in
the amount of $110 each, plus a balloon payment of
$2,400 payable with the last installment. The first install-
ment of each tranche is repayable three months after the
date of drawdown of the respective delivery advance.

The loan bears interest at LIBOR plus 1.40% during each
vessel's pre-delivery period and at LIBOR plus 1.30%
during each vessel's post-delivery period. During the
years ended December 31, 2005 and 2006, the weighted
average interest rate (including the margin) was 5.90%
and 6.57%, respectively, while at December 31, 2005 and
2006, the interest rate (including the margin) was 5.90%
and 6.77%, respectively. As of December 31, 2005 and
2006, the outstanding balance of the loan was $2,514
and $4,964, respectively.

The loan agreement contains financial covenants requir-
ing the Company to ensure that book net worth shall not

be less than $100,000; that the ratio of total liabilities to
total assets shall not exceed 0.65-to-one; that the current
ratio shall not be less than 1.25-to-one and that cash and
cash equivalents exceed 50% of the current portion of
fong-term debt.

{c) On February 10, 2006, Milos, Amorgos, Kimolos, Syros
and Mykonos, as co-borrowers, jointly and severally
entered into a secured term loan with an international
bank for an amount of $33,400 to partially finance the
construction costs of vessels DN-3500-1, DN-3500-4,
DN-3500-5, DN-3500-6 and DN-3500-7, respectively {five
tranches of $6,680 each). Each tranche is available in four
advances, as defined in the loan agreement. Each tranche
is repayable in 48 consecutive quarterly installments, with
the first 47 being in the amount of $140 each and the last
installment being in the amount of $100. The first install-
ment of each tranche is repayable three months after the
date of drawdown of the respective delivery advance.

The loan bears interest at LIBOR plus 1.15% plus addi-
tional compliance costs, During the year ended December
31, 2006, the weighted average interest rate (including
the margin) was 6.46%, while at December 31, 2006, the
interest rate (including the margin) was 6.50%. As of
December 31, 2006, the outstanding balance of the loan
was $4,175. This loan will be refinanced by a term loan
with the same bank under the Senior Credit facility (refer
to Note 10).

{d)On October 25, 2006, Eton, Benmore and Ingram, as
co-borrowers, jointly and severally entered into a syn-
dicated secured term loan with an international bank for
an amount of $26,250 to partially finance the construc-
tion costs of vessels QHS-220, QHS-222 and QH5-223
(three tranches of $8,750 each). Each tranche is available
in five advances, as defined in the loan agreement. Each
tranche is repayable in 40 consecutive quarterly install-
ments in the amount of $125 each, plus a balloon pay-
ment of $3,750 payable together with the last installment.
The first installment of each tranche is repayable three
months after the date of drawdown of the respective
delivery advance.

The loan bears interest at LIBOR plus 1.30% before deliv-
ery of each vessel and at LIBOR plus 1.1875% after such
vessel’s delivery. During the year ended December 31,
2006, the weighted average interest rate {including the
margin) was 6.67%, while at December 31, 2006, the inter-
estrate (including the margin) was 6.67%. As of December
31, 2006, the outstanding balance of the loan was $2,350.

(e) On October 27, 2006, Tasman and Santon, as co-borrowers,
jointly and severally entered into a secured term loan with
a Greek bank for an amount of $17,600 to partially finance

Aegean Marine Petroleum Network Inc.




the construction costs of vessels QHS-221 and QHS-224
{two tranches of $8,800 each). Each tranche is available in
five advances, as defined in the loan agreement. Each
tranche is repayable in 40 consecutive quarterly install-
ments in the amount of $154 each, plus a balloon pay-
ment of $2,640 payable together with the last installment.
The first installment of each tranche is repayable three
months after the date of delivery of the respective vessel.

The loan bears interest at LIBOR plus 1.15% on the princi-
pal amount repayable in quarterly installments {for each
tranche: $6,160) and at LIBOR plus 1.25% on the principal
amount repayable in a balloon payment (for each tranche:
£2,640). During the year ended December 31, 2006, the
weighted average interest rate {including the margin) was
6.47%, while at December 31, 2006, the interest rate
{including the margin) was 6.51%. As of December 31,
2006, the outstanding balance of the loan was $1,504.

(/) On October 30, 2006, Kerkyra, lthaki, Cephallonia, Paxoi,
Zakynthos, Lefkas and Kythira, as co-borrowers, jointly
and severally entered into a syndicated secured term loan
with an international bank for an amount of $64,750 to
partially finance the construction costs of vessels QHS-
207, QHS-208, QHS-209, QHS-210, QHS-215, QHS-216
and QHS-217 {seven tranches of $%,250 each). Each
tranche is available in five advances, as defined in the
loan agreement. Each tranche is repayable in 40 consecu-
tive quarterly installments in the amount of $125 each,
plus a balloon payment of $4,250 payable together with
the last installment. The first installment of each tranche
is repayable three months after the date of drawdown of
the respective delivery advance.

The loan bears interest at LIBOR plus 1.15% before deliv-
ery of each vessel and at LIBOR plus 1.05% after such
vessel's delivery. During the year ended December 31,
2006, the weighted average interest rate (including the
margin) was 6.52%, while at December 31, 2006, the
interest rate (including the margin) was 6.52%. As of
December 31, 2006, the outstanding balance of the lean
was $7,000.

{@YOn July 23, 2004, Tiffany and Sea Breezer Marine 5.A. {a
now dormant vessel-owning company), as co-borrowers,
jointly and severally entered into a loan agreement with
an international bank for an amount of $8,800 to partially
finance the acquisition cost of the vessels Aegean Tiffany
and Aegean Breeze |, During 2006, Sea Breezer Marine
S.A. sold the Aegean Breeze | to Breeze and repaid its
outstanding balance under this facility with the proceeds
from the sale. The loan bears interest at LIBOR plus 1.25%
and the weighted average interest rate (including the

margin) during the years ended December 31, 2004, 2005
and 2006 was 3.11%, 4.54% and 6.33%, respectively,
while at December 31, 2005, the interest rate {including
the margin) was 5.49%. On December 20, 2006, the then-
outstanding balance on this loan was fully repaid with the
proceeds of the 2006 IPC,

{hYOn June 4, 2004, Clyde concluded a loan for an amount

(i)

()

of $2,400 from a Greek bank to partially finance the acqui-
sition cost of the vessel Aegean Tulip. The foan bears
interest at LIBOR plus 1.75% and the weighted average
interest rate (including the margin) during the years ended
December 31, 2004, 2005 and 2006 was 3.46%, 5.01%
and 6.78%, respectively, while at December 31, 2005, the
interest rate (including the margin) was 6.20%. On Decem-
ber 20, 2006, the then-outstanding balance on this lean
was fully repaid with the proceeds of the 2006 IPO.

On Cctober 7, 2004, Aegean X concluded a loan for an
amount of $3,500 from a Greek bank to partially finance
the acquisition cost of the vessel Aegean X. The loan bears
interest at LIBOR plus 1.5% and the weighted average
interest rate (including the margin) during the years ended
December 31, 2004, 2005 and 2006 was 3.56%, 4.80%
and 6.57%, respectively, while at December 31, 2005, the
interest rate {including the margin) was 5.62%. On Decem-
ber 20, 2006, the then-outstanding balance on this foan
was fully repaid with the proceeds of the 2006 1PO.

On February 13, 2003, Carmel and Evian, as co-borrowers,
jointly and severally entered into a loan agreement with
an international bank for an amount of $2,500 to partially
finance the acquisition cost of the vessels Aegean Rose
and Aegean Daisy. The loan bears interest at LIBOR plus
1.375% and the weighted average interest rate (including
the margin) during the years ended December 31, 2004,
2005 and 2006 was 2.83%, 4.67% and 6.41%, respec-
tively, while at December 31, 2005, the interest rate
(including the margin} was 5.74%. On December 20, 2006,
the then-outstanding balance on this loan was fully repaid
with the proceeds of the 2006 IPO.

(k) On January 28, 2004, Pontos concluded a loan for an

armount of $5,000 from an international bank to partially
finance the acquisition cost of the vessel Aegean Flower.
The loan bears interest at LIBOR plus 1.25% and the
weighted average interest rate (including the margin)
during the years ended December 31, 2004, 2005 and
2006 was 2.75%, 4.54% and 6.32%, respectively, while
at December 31, 2005, the interest rate (including the
margin) was 5.49%. On December 20, 2006, the then-
outstanding balance on this loan was fully repaid with the
proceeds of the 2006 IPO.
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() On November 28, 2002 and as amended on July 19,
2005, Baldwin concluded a loan for an amount of $4,000
from an international bank to partially finance the acqui-
sition cost of the vessel Aegean Hellas. The loan bears
interest at LIBOR plus 1.5% and the weighted average
interest rate (including the margin) during the years
ended December 31, 2004, 2005 and 2006 was 2.93%,
4.80% and 6.54%, respectively, while at December 31,
2005, the interest rate (including the margin) was 5.90%.
On December 20, 2006, the then-outstanding balance
on this loan was fully repaid with the proceeds of the
2006 IPO.

{m) On June 24, 2005, Aegean Investments concluded a loan
for an amount of $850 from an international bank to
finance the acquisition cost of an office condominium in
New Jersey. The loan bears interest at LIBOR plus 0.45%.
On December 20, 2006, the then-outstanding balance
on this loan was fully repaid with the proceeds of the
2006 IPO.

{n) On QOctober 20, 2003, the Gibraltar Service Center con-
cluded a loan for an amount of Pounds Sterling (GBP)
92,000 from an international bank to partially finance the
acquisition cost of an office in Gibraltar. The loan bears
interest at the bank’s base rate, as defined in the loan
agreement, plus 2.25%. On December 20, 2006, the
then-outstanding balance on this loan was fully repaid
with the proceeds of the 2006 IPO.

{o) Other loans:

On April 24, 2006, Breeze concluded a loan for an amount
of $3,866 from an international bank to partially finance
the acquisition cost of the vessel Aegean Breeze I. The
loan bears interest at LIBOR plus 1.25%. On December
20, 2006, the then-outstanding balance on this loan was
fully repaid with the proceeds of the 2006 IPO.

On April 20, 2006, Carnaby, Baltic and Mare, as
co-borrowers, jointly and severally entered into a term
loan agreement with an international bank for an amount
of $15,000 in order to partially finance the acquisition
cost of the vessels Aegean Pride |, Aegean Force and
Aegean X, respectively. The loan bears interest at
LIBOR plus 1.50%. On December 20, 2006, the then-
outstanding balance on this loan was fully repaid with
the proceeds of the 2006 IPO.

On August 30, 2006, Tanking signed a loan agreement
with an international bank for a term loan facility in an
aggregate amount of $10,000 to partially finance the
acquisition of the double hull Panamax tanker, the Fos.
The facility bears interest at LIBOR plus 1.5%. On Decem-
ber 15, 2006, the then-outstanding balance on this loan
was fully repaid with the proceeds of the 2006 IPO.

As of December 31, 2006, the outstanding vessel-financing
loans {a} to {f) are generally collateralized as follows:

* First priority assignment of the shipbuilding contracts and
first priority mortgages over the vessels (when completed);

* Assignments of insurance and earnings of the mortgaged
vessels (when completed);

¢ An undertaking from the vessels’ manager.

The vessel-financing loan agreements contain ship finance
covenants including restrictions as to changes in manage-
ment and ownership of the vessels, additional indebtedness
and mortgaging of vessels without the bank’s prior consent
as well as minimum requirements regarding the ratio of the
market value of the relevant vessel to the outstanding loan
amount and the ratio of the insured amount of the relevant
vessel to the outstanding loan amount. In addition, the bor-
rowing companies and/or their managers must maintain
working capital accounts with the lending banks, as defined
in the loan agreements. Furthermore, the vessel-owning
subsidiary companies are not permitted to pay any dividends
without the lenders’ prior consent. The vessel-owning sub-
sidiary companies with outstanding loans had restricted net
assets amounting to $23,428 and $(1,694) as of December
31, 2005 and 2006, respectively.

As of December 31, 2006, all the Company’s vessels-under-
construction, having a total carrying value of $46,779, have
been provided as collateral to secure the loans (a) to (f) dis-
cussed above.

Total interest incurred on long-term debt for the years ended
December 31, 2004, 2005 and 2006 amounted to $447,
$1,036 and $2,779, respectively, and is included in interest
expense and finance costs in the accompanying combined
and consolidated statements of operations. Accrued interest
expense on long-term debt as of December 31, 2005 and
2006 amounted to $226 and $153, respectively, and is
included in accrued and other current liabilities in the accom-
panying consolidated balance sheets.
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The annual principal payments required to be made after
December 31, 2006, are as follows:

Amaount
2007 833
2008 1,975
2009 2,280
2010 2,400
2011 2,197
2012 and thereafter 23,811

33,496

12. Commitments and Contingencies

(a) Long-term Supply Contracts: Prior to April 30, 2006, the
Company was purchasing fuel in Gibraltar from the marine
division of ane of the oil majors (“Oil Major”) under a fong-
term Fuel Purchase Agreement (“FPA”) dated September
1, 2002, as amended on September 1, 2005. Under the
FPA, the Qil Major supplies MFO and MGO at a price
equal to average PLATTS prices plus a margin, subject to
quarterly price reviews which may be instituted by either
party. The contract stipulates that the seller is required to
make available for sale a minimum quantity of marine fuel
per month. Even though the Company is not required to
purchase minimum quantities of marine fuel, the Company
is required to pay a monthly throughput fee irrespective
of the volumes of marine fuel purchased. This agreement
was scheduled to expire on October 31, 2007. On April
30, 2006, upon the request of the Oit Major, the contract
was terminated and the Company waived its right to all
claims against the Qil Major afforded to it by the FPA.
The termination of the FPA was due to the Oil Major’s
strategy to cease its operations in Gibraltar.

On December 3, 2004, the Company signed an eight-
year Fue! Purchase Agreement with a government refin-
ery in Jamaica for the supply of mainly MFQ and MGO at
a price equal to average PLATTS prices plus a margin.
The contract stipulates that the Company and refinery are
not required to transact for more than a maximum quan-
tity of marine fuel per month; however, by mutual agree-
ment, the maximum gquantity per month may be revised
upwards. Invoices become due thirty calendar days from
the date of delivery. Interest on overdue payments accrues
at a rate equal to the local overdraft rate in Jamaica. This
agreement expires on December 31, 2012,

On April 1, 2005, the Company signed a ten year Marine
Fuel Supply Service Agreement with the Greek Subcon-
tractor {refer to Note 3).

{b}Standby Letters of Credit: In the normal course of busi-
ness, for certain suppliers, under certain long-term sup-
ply contracts, or under certain long-term construction
contracts, the Company is required to post standby letters

of credit in order to secure lines of credit. As of December
31, 2006, the total outstanding standby letters of credit
amounted to $35,231. The Company has not defaulted
on payment of any of its accounts payable so as to cause
any of the issuers of the standby letters of credit to settle
the Company’s accounts payable on the Company’s
behalf. All the standby letters of credit expire during
2007. The Company expects to extend the validity date
of these instruments throughout the duration of the
Company’s contractual or operating relationships with
the respective suppliers.

{c) Environmental and Other Liabilities: The Company
accrues for the cost of environmental Hiabilities when man-
agement becomes aware that a liability is probable and
is able to reasanably estimate the Company's exposure.
Currently, managernent is not aware of any such claims
or contingent liabilities for which a provision should be
established in the accompanying combined and consoli-
dated financial statements. The Company’s Protection
and Indemnity (“P&I"} insurance policies cover third-party
liability and other expenses related to injury or death of
crew, passengers and other third parties, loss or damage
of cargo, claims arising from collisions with other vessels,
damage to other third-party property, and pollution aris-
ing frem oil or other substances. The Company's cover-
age under the P& insurance policies, except for pollution,
is unlimited. Coverage for pollution is $1 billion per vessel
per incident.

{dYLegal Matters: On November 30, 2005, an unrelated third
party filed a declaratory action against the Company
before the First Instance Court of Piraeus. The plaintiff
asserts that he was instrumental in the negotiation of the
Company’s eight-year Fuel Purchase Agreement with a
government refinery in Jamaica, and seeks a judicial affir-
mation of his alleged contractual right to receive a com-
mission of $1 per metric ton over the life of that contract,
which as per the plaintiff's calculation, amounts to $10,080
over a period of 12 years. In 2007, the Court of First
Instance ruled that the claim is maritime-related and not
within its jurisdiction. Accordingly, the claim was referred
to the Maritime Disputes Division of the Court of First
Instance in Piraeus. The case was re-scheduled to be
heard on October 30, 2007. The Company believes that
this claim is unwarranted and lacking in merit, and man-
agement is confident that the Company will not incur a
material lass in connection with this lawsuit.

Various claims, suits, and complaints, including those
involving government regulations and product liability,
arise in the ordinary course of business. In addition, losses
may arise from disputes with charterers and agents and
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insurance and other claims with suppliers relating to the
operations of the Company’s vessels. Currently, manage-
ment is not aware of any such claims or contingent lia-
bilities or for which a provision should be established

in the accompanying combined and consolidated finan-_

cial statements.

13. Other Operating Expenses
The amounts in the accompanying combined and consoli-
dated statements of operations are analyzed as follows:

Year Ended December 31,

2004 2005 2006
Vessel voyage expenses 5,263 3334 4,573
Vessel insurance 899 1,309 1,647
Vessel repairs and maintenance 545 2,528 2,105
Vessel spares and consumable stores 937 1,451 1.569
Vessel consumption of marine
petroleum products 1,165 1,732 3,933
Storage costs — — 2,101
Provision for doubtful accounts (100) 129 412
QOther 3,639 6,146 7,357
Total 12,348 14,629 25,697

14. Interest and Finance Costs
The amounts in the accompanying combined and consoli-
dated statements of operations are analyzed as follows:

Year Ended December 31,

2004 2005 2006

Interest on long-term debt 447 1,036 2,779

Interest on short-term borrowings 235 %00 2,839

Amortization of financing fees 133 18 171
Bank commissions, commitment

fees and other charges 129 548 713

Capitalized interest (Notes 5 and 10) — (155)  (1,295)

Total 944 2,347 5,207

15. Postponement of Initial Public Offering

On November 17, 2005, the Company filed a Registration
Statement on Form F-1 with the Securities and Exchange
Commission for an initial public offering of 10,000,000 shares
of its common stock. Subsequently, within the first quarter
of 2006, the Company temporarily postponed the IPO. In
accordance with SAB Topic 5A, during the year ended
December 31, 2006, the Company has written off all
previously-deferred costs in connection with the offering,
of $1,588, which are separately presented in the combined
and consolidated statement of operations for year ended
December 31, 2006.

16. Equity incentive Plan
On November 2, 2006, the Company's board of directors
adopted the 2006 Equity Incentive Plan {“2006 Plan™}, under

which the Company's officers, key employees and directors
are eligible to receive stock-based incentive awards includ-
ing restricted stock, restricted stock units (with or without
dividend equivalents), unrestricted stock, at-the-money
nonqualified stock options and stock appreciation rights.
The 2006 Plan is administered by the Compensation Com-
mittee of the Company’s board of directors and the aggre-
gate number of shares of common stock reserved under this
plan is 4,053,500. The Company’s board of directors may
terminate the 2006 Plan at any time. The 2006 Plan expires
ten years from the date of adoption.

Effective November 2, 2006, the Company adopted the pro-
visions of SFAS No. 123, “Share-Based Payment” (SFAS
123R"). The Company measures stock-based compensation
cost at grant date, based on the estimated fair value of the
award, which is determined by the closing price of the
Company’s common stock traded on the NYSE on the grant
date, and recognizes the cost as expense on a straight-line
basis (net of estimated forfeitures) over the employee requi-
site period. The expense is recorded in salaries, wages and
related costs in the accompanying combined and consali-
dated statements of operations. Aegean is incorporated in a
non-taxable jurisdiction and accordingly, ho deferred tax
assets are recognized for these stock-based incentive awards,

The following table summarizes the status of the Company’s
unvested restricted stock outstanding for the year ended
December 31, 2006 (in thousands, except for weighted aver-
age grant date fair value);

Unvested
Restrictad Stock

Weighted Average
Grant Date Fair Value

At December 31, 2005
Granted

At December 31, 2006

15.75
15.75

107
107

On December 13, 2006, the Company made grants of
restricted commen stock in the amount of 107,143 shares to
a certain officer of the Company. The restricted shares vest,
and the restrictions lapse, with respect to each 20% lot of
these shares, on December 13, 2007 and on December 13
of each of the four years thereafter. The foregoing grant is
subject to accelerated vesting upon certain circumstance set
forth in the 2006 Plan.

The grant-date fair value of the restricted stock awarded on
December 13, 2006 was $15.75 per share. Total compensa-
tion cost of $38 was recognized and included under salaries,
wages and related costs in the accompanying combined and
consolidated statement of operations for the year ended
December 31, 2006,
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As of December 31, 2006, there was $1,650 of total unrecog-
nized compensation cost related to non-vested restricted
stock awards. This unrecognized compensation cost at
December 31, 2006 is expected to be recognized as
compensation expense over a weighted average period of
3.0 years as follows:

Amount
2007 754
2008 426
2009 259
2010 147
2011 64
1,650

17. Common Stock and Additional Paid-in Capital

Authorized Capital

Aegean was formed on June 6, 2005, under the laws of the
Marshall Islands. Aegean’'s authorized common and pre-
ferred stock since inception consisted of 100,000,000 com-
man shares (all in registered form), par value $0.01 per share
and 25,000,000 preferred shares (all in registered form), par
value $0.01 per share. The holders of the common shares
are entitled to one vote on all matters submitted to a vote of
stockholders and to receive all dividends, if any. The
Company's board of directors shall have the authority to
establish such series of preferred stock and with such desig-
nations, preferences and relative, participating, optional or
special rights and qualifications, limitations or restrictions as
shall be stated in the resolutions providing for the issue of
such preferred stock.

Share Issuance and Repurchase

On June 8, 2005, Aegean issued 30,472,827 common shares
{as restated for the split-ups of comman stock, described
below), with a $0.01 par value per share, to Leveret and
Leveret contemporaneously contributed its direct and
indirect ownership in the companies described in Note 1
to Aegean.

On October 3, 2005, Aegean acquired from Leveret 8% of
the total then-issued and outstanding common stock
of Aegean, representing the entire interests in Leveret
of members of Mr. Dimitris Melisanidis’' family {other than
Mr. Melisanidis himself) for a price of $35,000. Those shares
were cancelled upon repurchase, in accordance with a reso-
lution of the Board of Directors of Aegean. The repurchased
shares represented the entire beneficial ownership of those
members of Mr. Melisanidis’ family. The excess of the pur-
chase price over the par value of the acquired shares is
reflected first as a deduction from additional paid-in capital
and, upon exhaustion of the balance of additional paid-in
capital, as a deduction from retained earnings.

Stock Split-ups

On November 14, 2005, Aegean effected a stock split-up
in the form of a dividend. The stock dividend declared
and paid, of 22,249,080 shares of Aegean’s common stock,
was distributed to Aegean’s sole shareholder, Leveret. On
November 21, 2006, Aegean effected a stock split-up in
the form of a dividend. The stock dividend declared and
paid, of 5,785,000 shares of Aegean's common stock, was
distributed to Aegean’s shareholders as of that date, on a
pro-rata basis.

The combined and consolidated financial statements for ail
periods presented give retroactive effect to the above-
described share issuance and split-ups of common shares.

Initial Public Offering

In December 2006, the Company completed its initial public
offering in the United States under the United States Secu-
rities Act of 1933, as amended. In this respect, 14,375,000
shares of common stock at par value $0.01 were issued for
$14.00 per share. The proceeds of the initial public offering,
net of underwriting commissions of $14,088, and net of
offering expenses of $1,953, amounted to $185,209.

Dividends

The Company declared and paid dividends of $8,444, $1,509
and $4,000 during the years ended December 31, 2004,
2005 and 2006, respectively.

Capital Contributions

The amounts presented in the accompanying consolidated
balance sheets as additional paid-in capital comprise (i) pay-
ments made by the stockholders at various dates to finance
vessel acquisitions in excess of the amounts of bank loans
obtained and advances for working capital, (i} the estimated
value of certain incidental employee services provided to
the Company by certain related companies for no consid-
eration, (iii) an allocation of costs for office services his-
torically shared with and the use of office equipment owned
by related companies, and (iv) the difference between the
par value of the shares issued in the initial public offering
in December 2004 and the net proceeds obtained for
those shares.

18. Earnings Per Common Share

The computation of basic earnings per share is based on the
weighted average number of common shares outstanding
during the year. The computation of diluted earnings per
share assumes the granting of unvested restricted stock
awards {refer to Note 16), for which the assumed proceeds
upon grant are deemed to be the amount of compensation
cost attributable to future services and not yet recognized
using the treasury stock method, to the extent dilutive.
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The components of the calculation of basic earnings per
common share and diluted earnings per common share are

as follows:
Year Ended December 11,

2004 2005 2006
Basic and diluted
income available to
common stockholders $17.617 $21,475 $24,225
Basic weighted average
number of common
shares outstanding 30,472,827 29,878,398 28,954,521

Add: Dilutive effect of

unvested restricted

stock — — 101
Diluted weighted

average number

of common shares

outstanding 30,472,827 29,878,398 28,954,422
Basic earnings per

common share $ 058 $ 072 $ 084
Diluted earnings per

common share $ 058 § 072 $ 084

19. Income Taxes

The principal operating entity of the Company, AMP, is incor-
porated in the Republic of Liberia. Under regulations pro-
mulgated by the Liberian Ministry of Finance, because AMP
is considered a non-resident domestic corporation, it is not
required to pay any tax or file any report or return with the
Republic of Liberia in respect of income derived from its
operations outside of the Republic of Liberia. The Liberian
Ministry of Justice has issued an opinion that these regula-
tions are valid.

AMP has a branch office established in Greece. Under the
laws of Greece, and in particular Greek Law 3427/2005 which
amended, replaced and supplemented provisions of Law
89/1967 as of January 1, 2006, AMP is taxed on a cost plus
basis {5%) on expenses incurred by its branch office in
Greece. Furthermore, AMP is exempt from Greek income
tax, as well as any other tax, charge or contribution in favor
of the Greek State or any third party, on income derived
from all its transactions worldwide in petroleum products,
lubricants and similar commodities, the object of which lies
outside of Greece.

Generally, under the laws of the countries of the vessel-
owning companies’ and the Manager’s incorporation and/or
vessels’ registration, the vessel-owning companies and the
Manager are not subject to tax on shipping income. However,
the vessel-owning companies are subject to registration and
tonnage taxes, which have been included in other operating
expenses in the accompanying combined and consolidated
statements of operations.

During the years presented, the Company is subject to stat-
utory corporate income tax in relation to its subsidiaries
incorporated or operating in taxable jurisdictions. The Com-
pany provided for current income taxes of $6, $24 and $2 for
the years ended December 31, 2004, 2005 and 2006, respec-
tively, which is separately reflected in the accompanying
combined and consolidated statements of operations.

20. Business Segments and Geographical Information

The Company is primarily a physical supplier in the down-
stream marine petroleum products industry. Marine petro-
leum products mainly consist of different classifications of
marine fuel oil, marine gas il and lubricants.

The Company cannot and does not identify expenses, prof-
itability or other financial performance measures by type of
marine petroleum product supplied, geographical area
served, nature of services performed or on anything other
than on a consolidated basis {although the Company is able
to segregate revenues on these various bases). As a result,
management, including the chief operating decision maker,
reviews operating results on a consolidated basis only. There-
fore, the Company has determined that it has only one oper-
ating segment.

Information concerning the Company's total sales of marine
petroleum products is presented as follows, attributed based
on the point-of-delivery geographical location of the cus-
tomer vessels:

Year Ended Decemnber 31,

2004 2005 2006

Greece 97.204 125,540 167,061
United Arab Emirates 64,828 130,459 180,453
Gibraltar 74,657 152,372 240,412
Jamaica — 77,385 147,211
Singapore — — 39,496
Other 10,747 19,849 16,024

Total 247,436 505,405 790,657
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The Company's long-lived assets mainly consist of bunkering
tankers, which are positioned across the Company's existing
territories and which management, including the chief oper-
ating decision maker, reviews on a periodic basis and repo-
sition among the Company's existing or new territories to
optimize the vessel per geographical territory ratio. The
Company's vessels operate within or outside the territorial
waters of each geographical location and, under interna-
tional law, shipping vessels usually fall under the jurisdiction
of the country of the flag they sail. The Company’s vessels
are not permanently located within particular territorial
waters and the Company is free to mobilize all its vessels
worldwide at its own discretion.

The following disclosure of the locations of long-lived assets
is based on the physical locations of the assets as of the
dates shown. These locations are not necessarily indicative
of the territories that have jurisdiction over such assets:

As of

December 31,

2005 2006
Gibraltar 6,195 23,492
United Arab Emirates 21,750 14,572
Jamaica @737 14011
Singapore 71 5,656
United States of America 810 785
Greece 524 123
International waters 4,142 3,788
Total 43,229 62,487

21. Subsequent Events

On February 9, 2007, the Company signed a Memorandum
of Agreement with a third-party seller for the purchase of a
Liberian-flagged 67,980 dwt (built in 1983) double hull
Panamax tanker which it intends to position at one of its
ports as a floating storage facility. The purchase price of this
vessel is $11,750 of which a 10% advance payment of $1,175
was paid to the seller on February 12, 2007. The remainder
of the purchase price was paid upon delivery of the vessel,
February 20, 2007.

On February 9, 2007, the Company signed a Memorandum
of Agreement with a third-party purchaser to sell the Aegean
Hellas at a price of $8,791. On February 14, 2007, the Com-
pany received a 20% advance payment of $1,758. The sale is
expected to be completed upon the delivery of the vessel to
the purchaser, which is expected within April 2007.

On February 27, 2007, the Company made grants of 109,167
shares of restricted commaon stock to certain employees of
the Company under the 2006 Plan. The restricted shares
vest, and the restrictions lapse, with respect to each 25% lot
of these shares, on February 27, 2008 and on February 27 of
each of the three years thereafter. The grant-date fair value
of the restricted stock awarded on February 27, 2007 was
$14.06 per share.
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Market for Registrant’s Common Equity and Related Stockholder Matters

Shares of our common stock commenced trading on the
New York Stock Exchange on December 8, 2006 under the
symbol "ANW."

The high and low clesing prices of shares of our common
stock on the New York Stock Exchange since December 8,
2006 are as follows:

For the Pericd Low High

December 8 ta December 31, 2006 $1453 $17.44
January 2007 $15.10  $17.89
February 2007 $13.70 $17.45
March 2007 $15.07 $17.70

Dividend Distribution Policy

Our policy is to pay regular cash dividends on a quarterly
basis on shares of our common stock so long as we have
sufficient capital or earnings to do so. While we cannot
assure you that we will do so, and subject to, among other
things, legal requirements, our ability to obtain financing on
terms acceptable to us and our ability to satisfy financial cov-
enants contained in our financing arrangements, we have
declared our first dividend of $0.01 per share in March 2007
for the fourth quarter of 2006. We anticipate retaining most
of our future earnings, if any, for use in our operations and
the expansion of our business. Any further determination as
to dividend policy will be made by our board of directors
and will depend on a number of factors, including the
requirements of Marshall Islands law, our future earnings,
capital requirements, financial condition and future pros-
pects and such other factors as our board of directors may
deem relevant.

Marshall Islands law generally prohibits the payment of
dividends, other than from surplus, when a company is insol-
vent or if the payment of the dividend would render the
company insolvent.

In addition, we may incur expenses or liabilities, including
extraordinary expenses, which could include costs of claims
and related litigation expenses, or be subject to other cir-
cumstances in the future that reduce or eliminate the amount
of cash that we have available for distribution as dividends
or for which our board of directors may determine requires
the establishment of reserves. Our board of directors may
determine to finance our growth with cash frem operations,
which would reduce or even eliminate the amount of cash
available for the payment of dividends.

Our ability to pay dividends is also subject to our ability to
satisfy financial covenants contained in our financing arrange-
ments. Under our senior secured credit facility we are pro-
hibited from paying dividends if, among other things, (i) an
event of default has occurred or will oceur as a result of the
payment of the dividend; (ii) our book net worth is less than
$150.0 million; {iii) our ratio of total liabilities to total assets
exceeds 0.65-to-one; {iv) we fail to maintain free liquidity
of $25.0 million in an account at our lender’s bank; or {(v) we
fail to maintain additional free liquidity of $22.0 million in
another account at our lender’s bank subject to reduction for
the purchase of up to three double hull tankers.

Aegean Marine Petroleum Network Inc.




Q0
e yr>)
Nalo

n

Corporate Information

designed by curran & conngrs, inc_ / www curran-connors.com

Senior Officers
E. Nikolas Tavlarios
President

Spyridon Fokas
General Counsel, Corporate Secretary and irector

Ziad Nakhleh
Chief Financiad Officer and Treasurer

Gregory Robolakis
General Manager, Acgean Marine Petroleniin S.A.

Nick Hondos
General Manager, Acgeair Bunkering Services e,

Board of Directors

Peter C. Georgiopoulos, Chairman
Chairman, President and Chicf Exccigtive Officer
Genteral Maritine Corporation

Spyridon Fokas
General Counsel. Corporate Secretary and Lrector
Aegean Marine Petroten Network Dic.

Jolin O. Hatab*
Principal
Godliam Capital Associates 11L.C

Yannis N. Papanicolaou ™™
Tnddependent Consultant

Abel L. Rasterhoft®®
Director
Capital Maritime & Trading Corporation

John P. Tavlarios
President and Chicf Exceutive Qfficer
General Maritime Management LLC

Apostolis Tsitsirakis'™"?
Principal

Chesterfield Ol & Trading Limited
(U Conpensation Conmittee

(2} Nominating and Corporate Governance Commitice
C3 Aulit Commirtee

Corporaie Offices

Aegean Marine Petroleum Network Inc.
472, Hatzikiriakou Avenue

Piracus 18538, Greece

Tel: +30 210 458-6200
www.ilmpni.com

Stock Listing

Aegean Marine Peiroleum Network Ine's contmon stock
ts traded on the New York Stock Exchange under the
symbol ANW.

Transfer Agent

Computershare Trust Compiny, [nc.
350 Indiana Streel, Suite 800
Golden, Colorado 80401

Tel: (303} 262-0600

Legal Counsel

Sewiard & Kissel LLI?

One Battery Park Maza
New York, New York 10004
Tel: (212) 574-1200

Independent Auditors

Deloitic Hadjipavlou Sofianos & Cambanis S.A.,
Member of Deloitte Touche Tohmatsu

250-254 Kifissias Avenue. Halandri

Athens 15231, Greece

Tel: 430210 678-1100

Investor Relations Contacts
Nikolas Tavlarios

Aecgean Marine Petrolemm Network Ine,
294 Park Avenue

New York, New York 10171

Tel: (212) 763-5659

Ziad Nakhleh

Acgean Marine Petroleum Network Ine.
42, Hatzikiriakou Avenue

Piracus 18538, Greece

Tel; +30 210 458-6200

Leon Bermun

The 1GB Group

628 Broadway, Suite 403

New York, New York 100122613
Tel: {212) 477-8438

Notice of Annual Meeting

Acgean Marine Petroleum Network Inc. will conduct its
Annual Meeting at the offices of Seward & Kissel LLI

Ome Battery Park Plaza, New York, New York on May 24th,
2007 at 10:00 am.
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